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UNITED “First to carry air-passengers coast to coast” 


Wattonalsa with Tape Recorders save 


62% annually on our investment.” 


“National equipment has proved to be 
a major contribution to our mechanized 
procedures. Our National Accounting 
Machines and Punched Paper Tape 
Recorders save us 62% annually on 
our investment. 

“The speed and efficiency of Nation- 
als have been of great assistance in 
permitting us to handle an increase of 
over 60% in accounts receivable. The 
versatility of the National machines is 
a factor in these profitable results. 
Their simplicity and automatic fea- 
tures greatly simplify operator training. 


—UNITED AIR LINES, Chicago, Illinois 


“Our seven National Class 31W ma- 
chines and seven Punched Paper Tape 
Recorders have enabled us to decentral- 
ize the preparation of all flight pay- 
rolls. This provides the needed 
information and control at the local 
level, and still affords maximum cen- 
tralized control here in Chicago.” 


perl EKrume 


Controller, 
United Air Lines 


THE NATIONAL CASH REGISTER COMPANY, Dayton 9, Ohio 


1039 OFFICES IN 121 COUNTRIES + 76 YEARS OF HELPING BUSINESS SAVE MONEY 





Punched Paper Tape is created auto- 
matically as a by-product of posting 
the flight payroll records, thus provid- 
ing accurate media for automatic proc- 
essing... because what the machines 
do automatically the operators cannot 
do wrong. 
x % 

Investigation is the route to savings 
and increased profits . . . call your near- 
by National representative today. 


“TRADE MARK REG. U. S. PAT. OFF 
ADDING MACHINES + CASH REGISTERS 
ELECTRONIC DATA PROCESSING 





Allie.Chalmare lift trucks 


How you can compete 


in out-of-town markets 


by Long Distance 


Your salesmen can get to out-of-town prospects and 
customers before your competition consistently—by 
Long Distance. Here’s how: 


@ See that your salesmen follow up leads immedi- 
ately—by phone. 


@ Have them call customers frequently between 
regular visits... thus keep in constant touch. 


@ Invite your customers to call collect and make 
it easy for them to order from you. 


By telephone, you can be Johnny-on-the-spot any 
time, anywhere. 








HOW ONE COMPANY STAYS AHEAD 


The 52 customer service representa- 
tives of the Pacific Finance Corp., 
Los Angeles, use Long Distance regu- 
larly to keep in close touch with their 
commercial customers. They’ve found 
it’s a sure way to get the jump on com- 


petition—add extra sales and profits. 





BELL TELEPHONE SYSTEM 
Long Distance pays off! Use it now ... for all it’s worth! 








Allis-Chalmers lift trucks 
mechanical hands 
for your favorite brands 


Many of the most famous brand-name products of 
American industry are helped on their way to 
market on the forks, clamps, hooks and scoops 
of Allis-Chalmers multi-purpose lift trucks. They 
provide vital help in cutting critical handling 


ALLIS-CHALMERsS & 





costs . . . move material fast, lift it high, stack 
it carefully. And they’re only part of the wide 
range of Allis-Chalmers material-handling equip- 
ment .. . including tractors, loaders, blowers and 
pumps. Allis-Chalmers, Dept. R, Milwaukee 1, Wis. 


Power-Crarer is an Allis-Chalmers trademark. 


POWER ror a GROWING WORLD 
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SIDE LINES 


Our Morgue Is a Lively Place 


Tue wea for a Forses story may 
come from anywhere. Sometimes, 
in a sudden midnight inspiration, 
two significant facts click into place, 
and the idea is born. Sometimes it 
gets its birth in an offhand remark 
by a company president. And 
sometimes its be- 

ginning is in a 

routine survey 

of statistics by 

a hardworking 

Forses analyst, 

who stumbles 

across a seem- 

ingly innocuous 

relationship 

which speaks 

volumes. 

Wherever __it 
originates, it is 
almost sure to 
have its working start in a large 
L-shaped space occupying most of 
the sixth floor of the Forbes build- 
ing. There, in greatly expanded 
new quarters, is housed our one 
truly indispensable and irreplace- 
able tool—our library. 

If you think of libraries as musty 
places where bearded scholars pore 
over ancient tomes, you would find 
ours something of a surprise. Far 
from sleepy or remote from life, it 
is a literal beehive of activity. 
There, Forses editors can put their 
hands on not only the latest facts 
and figures on almost every imag- 
inable subject, but on a wealth of 
something often equally valuable— 
the lessons of yesteryear. 

Collective Memory. Our library is, 
in short, the collective memory of 
the whole Forbes Inc. organization. 
Into it over the years have poured 
literally millions of items of infor- 
mation. 

Taken singly; each piece of data 
in our bulging files might seem to 
have little value. But together they 
provide dossiers on companies or 
industries which are literally price- 
less to us in evaluating a trend or 
a situation or even a management 
personality. Without doubt, the 
worst single disaster that could 
happen to the Forbes organization 
would be the destruction of this 
treasury of facts. For much of this 
material could never be replaced 
at any cost. 

In essence, most current business 
news has very little value taken in 


itself. It is the meaning that counts, 
and winnowing out that meaning 
requires full and patient atten- 
tion to the detailed background of 
the news. Forses’ job is to set the 
news in context, a broader context 
than even the most experienced 
writer could car- 
ry in his head. 
That is why 
the Forses writ- 
er’s first step, as 
soon as a story 
idea has been 
tentatively ap- 
proved, is to send 
down to our li- 
brary for stacks 
of files. Only aft- 
er he has pored 
through them 
will he schedule 
his first interviews. 

Newspapermen call such librar- 
ies “morgues.” Actually ours is 
long on working tools, short on 
frills. Marching rank on rank 
across it are prosaic filing cabinets 
containing voluminous financial and 
business data on some 4,000-odd 
major companies. Their contents 
range from private, highly classi- 
fied bits of confidential information 
to the most routine statistical re- 
ports. 

Since many of our investiga- 
tions cut across corporate lines, 
additional banks of cabinets house 
files on more than 650 general sub- 
jects, ranging from acetylene to 
zirconium, each of which itself is 
often subclassified and subclassi- 
fied again under more detailed 
rubrics. 

The Fact Gatherers. Monarch of 
this domain is Phi Beta Kappa-key 
wearing Darl Rush, an enthusiastic, 
efficiency-minded young man of 30 
who attended Lafayette College 
and holds a graduate degree from 
Western Reserve’s famed library 
school. 

Rush finds the job of keeping the 
Forses library up-to-date a con- 
tinuing challenge. “Company li- 
braries,” observes Rush, “tend to 
be narrow and deep—that is, they 
contain full material on the com- 
pany, its industry, and its technical 
processes, but little else. At Fores, 
by contrast, our editors want to 
know everything about every- 
thing.” 


FORBES is published Forbes inc., 70 Fifth Ave., New York 11, N.Y. Second-class postage paid at Post Office, New 


twice monthly by 
July 15 York and at additional mailing offices. Subscription $7.56 a year in U.S.A. Copyright 1960, Forbes Inc 


Volume 86 
No.2 





13,725,619 people saw U. S. Steel movies in 1959. 


Business and professional groups, schools and the general public, watched some three 
dozen U. S. Steel educational films in over 47,000 separate showings. Perhaps you have 
seen some of these films: 

“Rhapsody of Stee!” has been praised as one of the finest theatrical shorts ever produced. 
It shows the history of steel from its Stone Age discovery to the important role this re- 
markable metal now plays in conquering space. This outstanding animated color film is 
now being shown in a number of motion picture theaters throughout the country. 

“Plan for Learning” won an NEA School Bell Award last year for “distinguished public 
service advertising in behalf of education.” This color film tells the story of how one com- 
munity worked together to build a much-needed new school. In addition to group showings, 
the film was also featured on TV. 

“The Five Mile Dream,” a theatrical short, is the story of bridging Michigan’s Straits 
of Mackinac. Almost 344 million people saw this film last year.“ Practical Dreamer,” which 
offers kitchen planning tips; “Mackinac Bridge Diary;” “Jonah and the Highway;” and 
“Steel—Man’s Servant” are some of the films most requested during 1959. 

If you would like complete booking information about U. S. Steel movies, write United 
States Steel, 525 William Penn Place, Pittsburgh 30, Pa. USS is a registered trademark 


(iss) United States Steel 

















Basically, there are five Ww 
dollars-and-cents reasons: ; 
First of all, Australia is fast becoming one | 
of the world’s best markets—with a high- 
income population now over 10,000,000. And | 
Australia is conveniently situated for reach- 
ns OO ee eee 


Second, your c al is safe in Australia. The 


READERS SAY 


Monthly Dividends 


Sm: Hooray for you! Your article on 
monthly dividends (“Once A Month,” 
Forses, June 15) may inspire more com- 
panies to follow this practice. Why should 
stockholders get paid only once every 
three months when they pay their bills 
monthly? 

—Erwin Boyce 
New York, N.Y. 


Sm: I was dismayed to find that you 
had not listed the Futterman Corp. as a 
company which sends its dividend checks 
out each month. 

—I. ALLERHAND 
President 
Westron Corp. 
New York, N.Y. 


Forses did not intend its list to be 
complete, herewith notes Futterman’s 
monthly schedule—Ep. 


| Interest Battle 


Sm: So insurance men say (“Trends & 
Tangents,” Forses, June 15) that it is 
cheaper to borrow against your life in- 
surance than to go to your bank. 

Who are these insurance men to make 


| such unfounded statements? My policies, 


which have been in force for 23 years, 


| demand 54%% and 6% for borrowing my 
| own money when I need it. By contrast, 
| during the past year I borrowed substan- 





Third, is Australia’s 
lenient tax structure. The 
maximum corporate tax 
rate is only 37%% and 
the maximum rate of 
withholding tax on divi- 
dends paid to U.S. 
investors is 15%. By 
agreement, the U.S. gives 
you full credit for those 
taxes paid-in Australia. 
And there is no capital 
gains tax at all. 


Fourth, every dollar of 
profit you make after taxes may be returned 
to the United States but most American 

investors have, with advantage, po ploughed back 
their profits and i their production. 


Fifth, is the flexibility of doing business. 
Many U.S. companies have built their own 

plants. Some use Australia as a distribution 
oa. Still others earn royalties through 
licensing agreements with Australian com- 
panies. With abundant natural resources, 
many yet untapped, and a skilled labor force, 
Australia’s future growth provides an inviting 
economic opportunity. 


AN INTERESTING BOOKLET: The Aus- 
— Trade her gga ag would be happy 
to discuss proposals with en and 
give them every possible assistance. They 
have available an interesting booklet on profit 
opportunities. They will also provide detailed 
information about your own industry and the | 
market for your products. No obligation of 
course. For the booklet, write to: 











| THE AUSTRALIAN TRADE COMMISSIONER 
Dept. FB 


i New York: 630 Fifth Avenue 
Chicago: 6 North Michigan Avenue 
wk San Francisco: 153 Kearney Street | 


| tial sums of other people’s money at 
| 42% 


to 5%% from my bank. Who is 
wrong? 

—FRrepertc BLANK 
Wilraington, Del. 


Not Forses. Only in special cases, or 


| brandishing the highest credit rating cre- 
| dentials, can borrowers normally obtain 


bank money at effective rates of interest 


| as low as those offered by most insurance 


companies—Eb. 
Show Biz 


Sm: Your article on investing in show 


| business (“How to Lose A Buck,” Forses, 


June 15) proves the truth of the old 
saying “There’s no business like show 
business.” . I might add that this is a 
field of investment that we outside the 
New York orbit seldom hear very much 
about. 

— Mary Kare RIcHARpsON 
Denver, Colo. 


Sir: Sounds like fun. . 
vests for fun? 


. but who in- 


—JOHN Rocers 
Atlanta, Ga. 


Precisely—Eb. 
Uranium Future 
Sm: Your implication (“The New At- 


las,” Forses, June 15) that retiring in- 
vestment champ Floyd Odlum has been 


outpointed by his special situations may 
prove premature. On the ways at New- 
port News stands an atomic Enterprise; 
the Navy plans more nuclear subs; Ar- 
gonne National Laboratory has placed a 
$30 million order for uranium oxide; 
recently I saw the first nuclear-power- 
generated TV show; internationally, 
scores of atomic power plants are under 
construction. 

The future is now visible: the Sixties 
will certainly be uranial if not aureate, 
and the Splendor will not remain Hidden! 

—Roy Sropparp 
Chicago, Ill. 


Commissions & Sales 


Sm: “Signs of the Times” (Forses, 
May 15) states: “Sales of new [mutual 
fund] shares in March [were] down al- 
most 8% from March sales a year ago. 
Redemption of old shares [were] up 
more than 20%. Thus, on a net basis 
[sales minus redemptions] new sales and 
commissions were flowing into the in- 
dustry at a rate 20.9% below a year ago.” 

Will you please explain how commis- 
sions earned could be down 20.9% when 
sales were down 8%? 

—Date D. WeEtcn 
Vice President 
First of Iowa Corp. 
Des Moines, Iowa. 


Commissions, of course, pertain only to 
new sales, thus dropped roughly 8%, 
not 20.9%—Eb. 


Air Force Issue 


Sm: Your comprehensive report on 
our major programs, missions and man- 
agement policies (“The Management of 
Survival,” Forses, June 1) should do 
much to acquaint the public with their 
Air Force. 

—Duo.ey C. SHarP 
Secretary of the Air Force 
Washington, D.C. 


Sir: We in Alaska are very much per- 
turbed about a drastic change of policy 
which is being effected by the Air Force 
over the protests of virtually all Alas- 
kans. This change, in effect, writes off 
Alaska as important to national defense 

. The present theory of the Air Force— 
a new theory adopted only in recent 
weeks—is that Alaska serves primarily 
and essentially for early warning. 

. What we feel is that a drastic error 
is being committed and that this policy 
should be promptly reversed. 

—Ernest GRUENING 
US. Senate 
Washington, D.C. 


Sm: Exceedingly well done .. . 
—Bric. Gen. T.R. Mitton 
Commander 
4ist Air Division 
San Francisco, Calif. 


Sm: A thorough and comprehensive 
ae 
—Lr. Gen. James E. Briccs 
Headquarters 
Air Training Command 
Randolph AFB, Texas. 
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Shakeup in Studebaker-Packard’s | 
top management in the offing? Per- | 


sistent rumors report dissatisfaction 
by directors and large stockholders 
with President Harold Churchill over 
the continuing slide in Lark sales. 
Behind the move, the rumors say, may 
be Boston realtor Abraham Sonna- 
bend whose diversification plans for | 
S-P have been resisted by Churchill. 
& . aa 

Papermen are talking about the sud- 
den burst of speed put on by the Rie- 
gel Paper Corp. So far this year, Rie- 
gel has snapped up three packaging 
companies, paid out 350,000 shares of 
stock to get them. Riegel President 
Frederick S. Leinbach believes the 
new companies will give the paper- 
maker earnings of $3.50 a share (vs. 
$1.97 last year) by the time they are 
integrated in 1961. 

a ° ° 

Pennsylvania Railroad no longer ex- 
pects 1960 revenues to hit $1 billion. 
Chairman James Symes now sees the 
near-term outlook for all the rails as 
dark, warns that any gains over 1959 
will be “spurious” because of distor- 
tions from last year’s steel strike. 

+ o e 

Mexican Light & Power Co., which is 
traded on the U.S. over-the-counter 
market, finally discovered the identity | 
of the “mystery” buyer who bought 
a big block of its stock (39%) from a 
Belgian concern and also offered to 
buy any other shares available. The 
buyer:- the Mexican Government, 
which claims it only wants to increase 
its ownership in Mexlight and does 
not want full control. 

a s - 

American brokers are going abroad 
in a widening stream. According to 
the New York Stock Exchange, its 
member firms now have 94 offices 
abroad, ten more than a year ago and 
41 more than in 1955. Foreign board- 
rooms enable brokers to snare more 
foreign business and also give them 
a better chance to serve well-heeled 
American tourists who want to keep 
up with the market while they are 
travelling. 

e ° e | 

Pillsbury Co., which has been getting | 
some stiff competition since Proctor & 
Gamble acquired Duncan Hines cake 
mixes in 1956, finally retaliated in 
kind. Pillsbury bought the Tidy House 
Products Co., which does a $6 million- 
a-year business in powdered and 
liquid detergents and similar products 
competitive with P&G’s main line of 
business. 
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the wheels of industry 


complement each other. One to produce .. . the other 
to keep products on the move. 


In the Union Pacific West you'll find the materials, utili- 
ties and labor to supply new plant requirements. 


And you can be assured of freight and passenger service 
second to none when locating a plant conveniently close 
to “U.P.” trackage. 


If considering building, buying or leasing a plant in the 
West for any purpose, we'll be pleased to have you check 
with any U.P. representative or get in touch with us direct. 


wromine 
NEBRASKA 1owa 


CHEYENNE CO. CUTS 


SakT LAKE 
ual 
° Dewver 


vuran coo. 


Industrial Development Dept. 


UNION PACIFIC 
Sactroakl. 


OMAHA 2, NEBRASKA 





It’s a business axiom at 
Gen Tel that “tomorrow’s 
growth will come from 
today’s research.” 


That is why you'll find more than 3000 
scientists and engineers busy every day 
in the 24 laboratories of General Telephone 
& Electronics Laboratories Incorporated. 


This large and growing technical staff is 
engaged in two kinds of projects: the 
development of new fundamental informa- 
tion in the basic sciences, and the applica- 
tion of that information to further improve 
the products and the services of General 
Telephone & Electronics. 


Research 
is a 
full-time 
job 


Their efforts are just another example of 
how General Telephone & Electronics 
brings together the talents of many people 
and the facilities of many companies — 
all working to advance communications 
through sight and sound. 


By developing new methods and new 
products for home and industry, General 
Telephone & Electronics is working for 
what it believes is bound to be—a growing 
future in a growing America. 


General Telephone & Electronics Corpora- 
tion, 730 Third Ave., New York 17, N.Y. 


General Telephone Operating Companies 
General Telephone & Electronics Laboratories incorporated 
General Telephone Directory Company 
Automatic Electric Company 
Leich Electric Company 
Lenkurt Electric Company, Inc. 
Electronic Secretary industries, inc. 
Sylvania Electric Products Inc. 
Lighting Products Division 
Photolamp Division 
Semiconductor Division 
Parts Division 
Electronic Tubes Division 
Electronic Systems Division 
Chemical & Metallurgical Division 


GENERAL tae Encore Don 
TELEPHONE @& ELECTRONICS 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


PENSION PROBLEMS 


What do the financial writers mean when they speak 
of “institutional” buying of stocks? They are speaking, 
of course, of buying by such organizations as insurance 
companies, mutual funds and large foundations. But 
most important of all these days, they mean buying by 
pension fund trustees. Last year, according to govern- 
ment figures, pension fund buying accounted for more 
net common stock purchases than did mutual funds, 
insurance companies and other institutions combined. 

At present, pension funds own only about 3% of the 
outstanding stock of U.S. corporations. But then they 
are just getting started. Last year their net purchases 
of common stock amounted to nearly 38% of the value 
of all new equity issues. They currently own $8 billion 
worth, mainly in blue chips. It is no secret that pension 
funds have helped drive up the prices of many blue chips— 
and kept them up. 

Nor is this the full extent of pension funds’ impact on 
our economy. Their purchases of bonds last year added 
up to 25% of all the new bond money raised in the U.S. 
They supplied a small but growing amount of mortgage 
money (see table). All told last year pension funds con- 
tributed on balance more than $6 billion to our national 
savings. 


put the 1970 holdings of all public and private pension 
funds at close to $200 billion or some 10% of total U.S. 
national wealth. 

Staggering figures these. But basically this is a very 
healthy thing. Our economy needs capital. Individuals 
alone no longer save enough on their own. Pension 
funds are helping to fill the gap. 

It is healthy, too, that private industry in cooperation 
with the trade unions is developing its own supple- 
mentary pension system. They did not just sit around 
waiting for Uncle Sam to do it for them. 

But the fast growth of pension funds has also raised 
some very serious problems involving control of assets 
and protection of the rights of the beneficiaries. Who, 
for example, owns the funds? Corporate payments into 
pension funds are tax-free under an arrangement with 
the Treasury which provides that the contributing cor- 
porations give up all ownership of the assets. But, 
though the corporations no longer own the assets, neither 
do the employees, who possess only a contingent future 
claim against them. Who does, then, control these assets, 
already worth $100 billion and soon to be worth $200 bil- 
lion? Answers Father Harbrecht: “They are vast aggrega- 

tions of wealth upon which 





It will be many years be- 


many have claims but of 


ASSETS OF ALL PUBLIC 
AND PRIVATE PENSION FUNDS 


fore pension outgo will be- 
gin to catch up with receipts. 


which no one can call him- 
self an owner.” 


In the meantime, the funds 
will go on growing at a tre- 
mendous rate. Father Paul 
P. Harbrecht, whose recent 
book* is an accepted au- 
thority on the subject, pro- 
jects the growth of all pri- 
vate pension funds from 
1959’s 44.7 billion to $134 
billion by 1970. This would 
*Pension Funds and 


Economic 
Power, The Twentieth Century 
Fund, 1959. 
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12/31/59 
(billions) 
PRIVATE 
Insured reserves $17.5 
Non-insured funds 
Corporate & other 27.2 


GOVERNMENT 
Railroad retirement 3.7 
Civil Service 95 
State and local 17.2 
Old Age and Survivors insurance 20.1 


TOTAL $95.3 
Source: SEC. 


five-yeor increase 


75.0% 
107.6 


88 
58.3 
87.0 

24 
53.5% 








In the case of the non- 
insured pension plans, a 
large proportion have been 
turned over to bank trus- 
tees. Hence a number of 
alarming questions arise. 
The day, for example, is fast 
coming when pension fund 
holdings will amount to a 
great deal more than just 3% 
of the country’s outstanding 
equity capital. Are the bank 
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trustees willing to shoulder the possible responsibility for 
control of these major corporations through their trusted 
holdings? Or if they refuse to exercise that potential con- 
trol, how can they carry out their duties? It is no simple 
matter to dispose of billions of dollars’ worth of stock. 

Or what about the Sears, Roebuck kind of plan? Sears’ 
pension plan already owns 26% of Sears’ own out- 
standing common. In Sears’ case the plan has worked 
well. But have we as a nation considered the implica- 
tions of a situation wherein major U.S. corporations in 
effect control themselves? 

There are also complex questions about the protection 
of workers’ rights. Only a few of the funds are fully 
funded as to past and future service liabilities. What 
happens if a depression or insolvency prevents a cor- 
poration from meeting its pension liabilities? This would 
leave thousands of people disappointed and angry. 

Vesting is another problem. In most cases, the workers 
can’t take their pension rights with them if they change 
jobs. From the corporate point of view, this is sound 
practice. But it has had some unfortunate results. For 
example, it makes people reluctant to leave jobs for 
better or more suitable ones. On the other hand pen- 
sion systems have tended to make healthy citizens past 
the age of 45 virtually unemployable. Companies are 
simply unwilling to take on the pension liability of a 
man whose working years are already half spent. 

What are the answers to these problems? The simple 
fact is that we do not yet have them. There has not 
been enough experience; the whole system is much too 
new. We have not yet had a sufficient body of law or 
interpretation of existing laws. 

Excessive regulation of pension funds by state or 
federal laws would be bad. It would make no sense, for 
example, to fence in with red tape such a successful 
fund as that operated by Textron, Inc., which by judicious 
speculation has already funded all of the company’s past 
and future pension obligations for present eligible em- 
ployes. Yet the laws must provide better protection 
against fraud and incompetence. 

This much we do know: there are no simple answers. 
But this year—not next year or five years from now— 
is the time for businessmen and public officials to face 
up to the problems. They have not yet gotten out of 
hand—but could do so within the next decade. 


bs 
SOBER BOOM 


It was recently reported that a seat (i.e., membership) 
on the New York Stock Exchange changed hands at 
$162,000, the highest price in 24 years. This price rep- 
resented a $5,000 increase over the highest paid during 
1959 and a rise of more than 850% over the 1942 low of 
$17,000. 

But it may surprise some people to learn that the re- 
cent price was very far from being a record. In the 
Twenties and early Thirties, seats on the Big Board, 
like just about everything else, were fair game for spec- 
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ulation. In 1929, New York Stock Exchange memberships 
ranged between $350,000 and $495,000. Even as late as 
1932, one fetched a handsome $185,000. 

In those days the prices of stock exchange seats had 
little relation to basic, business values. But today they 
are sober business propositions, not speculations. Just 
one more sign that—a few excesses notwithstanding—the 
whole structure of our securities markets is a good deal 
sounder than at the peak of the late, lamented 1929 boom. 


x 
GERMANY’S HEEL-DRAGGING 


Where it is soundly conceived and properly adminis- 
tered, foreign aid is a vital and valuable part of our 
national defense—whether it goes for training soldiers 
to patrol Communist-threatened borders or for build- 
ing Asian roads to get rice to market. But the U.S. tax- 
payer has every right to insist that those among our 
Free World allies who are rich and prosperous should 
also chip in. We should not have to pay the whole bill. 

In this respect the West 
German Republic has 
been holding tight to its 
purse strings. When I 
was in Germany several 
months ago, I noted that 
the federal government 
was extremely anxious to 
offer to guarantee loans 
to foreign countries for 
the purchase of German 
goods. But these were 
strictly a commercial 
proposition. They gener- 
ally involved short-term loans at high rates of interest and 
were “tied” to the purchase of specific German products. 
They were not foreign aid in the sense of long-term 
credits for underdeveloped countries to spend where it 
would do the recipients the most good. 

Now, according to a New York Times dispatch from 
Bonn, a responsible U.S. official has once more taken 
the Germans to task for being so tight-fisted about help- 
ing other countries. The Times reported that Assistant 
Secretary of the Treasury T. Graydon Upton bluntly 
told the Germans they should be more generous. He 
criticized Bonn’s proposed $100-million-a-year, five- 
year foreign aid program as inadequate and too limited 
in scope. He rightly referred to it as merely an ex- 
port promotion plan in disguise. 

It is about time that the German government heeded 
U.S. advice in this matter. Germany is prosperous as 
never before in its history. U.S. aid helped make her 
that way and US. defensive strength has helped keep 
her free. Moreover, as a big exporter, Germany benefits 
directly and indirectly from the shots in the arm that 
US. aid gives to underdeveloped nations. It is not ask- 
ing too much for the West German people to share more 
of our heavy foreign aid burden. 


German prosperity 
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Stronger, more durable 
concrete with POZZOLITH* 


® The addition of Pozzolith to the concrete mix 
permits a reduction in water content, producing 
concrete of exceptional density and durability. 
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AMERICAN - MARIETTA 


Master Builders Division 


The value of portland cement was greatly increased 
with the invention of Pozzolith—an exclusive 
admixture that makes concrete stronger, longer- 
lasting —less affected by weather and corrosion. Its 
many advantages include initial construction econo- 
mies and reduced maintenance. 


Today, you'll find Pozzolith concrete specified by 
leading architects, engineers and builders for the 


construction of dams, bridges, highways, buildings 
and many other important structures throughout 
the world. 


The development of Pozzolith, a result of the 
pioneering and research of the Master Builders 
Division, is another outstanding example of 
American-Marietta’s continuing leadership in the 
heavy construction materials industry. 


The startling dimensions of America’s economic growth and expanding 
markets have been projected in a special report, “The Years Ahead; 1960 To 
1975.” ‘The significant conclusions of this professional study have far-reaching 
implications for every thoughtful executive. You are invited to send for a copy. 
Address Department YA, American-Marietta Company, Chicago 11, Illinois. 


PAINTS + PRINTING INKS + DYES + RESINS + ADHESIVES 
CHEMICALS + SEALANTS + METALLURGICAL PRODUCTS 
ENVIRONMENTAL TEST EQUIPMENT + HOUSEHOLD PRODUCTS 
CONSTRUCTION MATERIALS -« LIME + REFRACTORIES +« CEMENT 
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REPORT FROM WESTERN UNION 


NEW COAST-TO-COAST MICROWAVE BEAM 
SYSTEM SCHEDULED FOR COMPLETION IN 1961 


WESTERN UNION TOTAL CAPACITY TO BE INCREASED BY NETWORK 
ENGINEERED TO HANDLE EVERY KNOWN FORM OF ELECTRONIC COMMUNICATION 


HEN Western Union’s new 

coast-to-coast microwave beam 

system is completed in 1961, 

additional capacity—equivalent to 

2,400,000 words per minute—will augment 
Western Union’s current system. 


HIS microwave network has a po- 

tential of more than 50,000,000 

I miles of two-way telegraph chan- 

nels! And, because snow and ice can’t 

snap a microwave beam, maintenance is 

reduced to a minimum .. . with vast 

improvements in stability and accuracy 
of transmission. 


LEXIBILITY? This network creates 
[5 new broadband facilities to pro- 

vide high-speed transmission of 
data, alternate record-voice, facsimile, 
telegraph, digitalized TV and other com- 
munications services. Example: this sys- 
tem will meet broadband data processing 
needs of the U.S. Air Force. 


RST section of the microwave net- 

work—along the West Coast—is 

scheduled to swing into operation 
next October. Sites for twin-mast micro- 
wave towers—spaced 25 to 30 miles apart 
—have been selected and construction 
contracts are being let. Completion of 
this coast-to-coast system is expected by 
the end of 1961. 


HIS NEW microwave system and a 

) | companion project — Western 

Union’s new transistorized, high- 

speed digital data system for the U.S. Air 

Force—represent gross capital expendi- 

tures of approximately $80,000,000... a 

confident investment in the tremendous 
future of Western Union. 


WESTERN UNION FINDS BETTER WAYS TO SPEED IT ELECTRONICALLY 
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THE AMAZING VIGOR 
OF TRANSCONTINENTAL GAS 


Elsewhere the glow may be fading from natural gas pipe- 
line expansion. But in New York’s metropolitan market, 
the industry’s last great growth frontier, Transcontinental 
Gas Pipe Line’s Clyde McGraw is pushing expansion 
as if this were still the pipeliners’ fabled yesterday. 


In Houston, Texas one day last 
month, tall, scholarly-mannered Earl 
Clyde McGraw, president of Trans- 
continental Gas Pipe Line,* assem- 
bled a half dozen of his top executives. 
With brief cases bulging, McGraw and 
entourage embarked by airliner for 
Washington, D.C. Their mission: to 
assault the bastions of the Federal 
Power Commission, persuade the FPC 
to hike the company’s allowable re- 
turn on investment from 6% to 642%. 
No immediate decision was forth- 
coming, yet it was apparent that Mc- 
Graw had made a unique case. At a 
time when many gas pipelines are 
arguing that a 7% return is the bare 
necessity for survival, McGraw’s re- 
quest was surprisingly modest. To 
clinch his argument, McGraw went 
before the FPC staff with the solid 
backing of customer utilities account- 
ing for 96% of Transco’s gas sales. 
“Those who buy the remaining 4%,” 
explained a McGraw aide somewhat 
apologetically, “could not go along 
because of local political problems.” 
Appearance & Reality. The classic 
image of the natural gas pipeline boss 
is a sun-leathered, iron-lunged, one- 
time oilfield roustabout who delights 
in running roughshod over rival pipe- 
liners, the customers he serves, and 
the several regulatory watchdogs who 
attempt to put a checkrein on him. 
And if the recent history of the pipe- 
line business means anything, that 
image is closer to fact than fancy. 





*Transcontinental Gas Pipe Line Corp. 

Traded over-the-c ter. R t Pg? 20. 

Price range (1960) : niet. 21%; low, 1934. Divi- 
): $1.20. In 


dend (1 icated 1960 payout: $1. 
Earnings per share (1959) : $1.25. Total assets: 
$593 million. 
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Of quite another cut is Transcon- 
tinental Gas Pipe Line’s gentlemanly 
Clyde McGraw, whose authoritative, 
competitive punch is never signaled 
before it is felt. A onetime utility 
engineer and later an executive with 
Stone & Webster Service Corp., 
Nebraska-born McGraw, 56, runs a 
conservative operation noted for its 
generally untroubled regulatory deal- 
ings and for perhaps the best customer 
relations in the industry. Unlike many 
gas pipeliners, McGraw has refused 
to flee into diversification. He is de- 
voted to expansion and to the mainte- 
nance of the lowest economic deliv- 
ered gas price. “We are not,” as one 


TRANSCO’S McGRAW : 
in the big city, a big catch 


Transco executive puts it succinctly, 
“a fast buck outfit.” 

Despite this self-denying philoso- 
phy, the bucks have rolled into 
Transco’s coffers with gratifying 
speed. Since the early 1950s, taking 
the 1952-54 average as a base, Trans- 
co’s earnings have risen 95.3% (to 
$1.25 per share), a performance 
equaled by no other major pipeline. 
Average gain of the four other top 
gas transmitters: 45.4%. 

In the process, McGraw has stead- 
fastly eschewed fiscal devices which 
might have put Transco’s reported 
earnings on an unsound basis. One 
such is receipts under bond. In order 
to help pipelines partially cover in- 
creased gas purchase costs, the FPC 
allows them to collect higher rates 
under bond, subject to readjustment 
in the future. Today most major pipe- 
lines are collecting large sums on this 
tentative basis, but ultimately they 
face a possible future revision in both 
sales and earnings. If McGraw wins 
his current rate case, however, Trans- 
co will confront no such reckoning, 
for it will have no collections under 
bond. 

Big City Bonanza. Most of what 
Transco has done and hopes to do 
hinges on its market—perhaps poten- 
tially the most lush in the nation. 
Newest of the Big Five pipelines, 
Transco is a simple network of 5,650 
miles of pipe extending from the 
Texas-Louisiana Gulf Coast east of 
the Appalachians up to Philadelphia 
and New York City. McGraw’s outfit 
does a lot of business along the way, 
notably in the booming Piedmont re- 
gion. But its No. One market is in 
the New York metropolitan area, 
which soaks up some 49% of total 
customer allocations annually. 

The potential for future expansion 
of gas sales in this vast megalopolis 
is enormous. As industry history 
goes, natural gas is new to the New 
York area (Transco made its first de- 
livery in 1951), and the degree of 
market saturation there is still very 
low compared to other regions. Vari- 
ous local gas distributors estimate that 
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by the end of this year they will be 
serving only from 8% to 24.2% of the 
area’s house-heating market. It is a 
big one at that. New York and its 
adjacent suburbs comprise by far the 
US.’ biggest concentrated population 
center. And contrary to common be- 
lief, it is a fast-growing one: Long 
Island alone is estimated to have 
doubled in population within the past 
decade. 

To be sure, McGraw’s East Coast 
metropolitan market is not expanding 
at the frenetic rate prevailing in Cali- 
fornia and parts of the Southwest. 
Yet gas use in those regions already 
has reached high saturation levels, 
and they have short house-heating 
seasons. Moreover, pipeline competi- 
tion there is intense. For example, 
Paul Kayser’s El Paso Natural Gas, 
traditionally California’s dominant gas 
supplier, has recently seen two big 
rivals emerge in the corporate per- 
sons of Transwestern Pipeline and 
Pacific Gas & Electric’s Pacific Gas 
Transmission Co. 

The Bargain Basement.. Just as its 
original service certification failed to 
protect El Paso in California, so 
Transco might have gotten its brains 
knocked out by new competitors com- 
ing into New York. Any such de- 
velopment, however, has been effec- 
tively forestalled by a simple strata- 
gem used by McGraw and his prede- 
cessors: competitive pricing. “The one 
sure way to get a lion’s share of the 
business,” explains McGraw, “is to be 
a little bit cheaper than the next guy.” 

Transco’s dedicated efforts to hold 
down gas prices at point of sale have 
driven its biggest competitors, Texas 
Eastern Transmission and Tennessee 
Gas Transmission, to the brink of 
despair. Admittedly, Transco started 
with a leg up in the race. It had 
large “packages” of gas acquired at 
low prices, and it had a newer and 
more economical transmission system. 
Over the years, through careful gas 
purchases and the application of new 
transmission technology, Transco ex- 
ecutives have judiciously cultivated 
that advantage, still undersell their 
two rivals. 

This strategy has been decisive. In 
Philadelphia, despite Texas Eastern’s 
entrenched position there, McGraw 
now supplies about one third of the 
gas needs of Philadelphia Electric and 
United Gas Improvement. In New 
York and environs, he furnishes 88% 
of Consolidated Edison’s gas needs, 
60% of Public Service Electric & Gas’, 
86% of Brooklyn Umon’s and 95% of 
Long Island Lighting’s. 

The Promoter. Oddly enough, Trans- 
co’s present good fortune actually 
stems from what at first seemed to 
be a stroke of ill luck. In 1946, Texas 


Promoter Claude A. Williams put 
together a group to bid on the World 
War II-built Little Inch and Big Inch 
pipelines, which stretched from Texas 
and Louisiana to the vicinity of Pitts- 
burgh. The attempt failed: Williams’ 
team was outbid by the Brown Broth- 
ers, Herman and George, Houston 
construction men and behind-the- 
scenes powers at Texas Eastern Trans- 
mission. 

Left with backers and plenty of gas, 
Williams proceeded with an alternate 
plan. Perceiving that other pipelines 
had chosen the “Pipeline Alley” route 
west of the Appalachians to get to 
the Northeast, Williams applied to the 
FPC for permission to build east of 
the mountain chain, and thus closer 
to the heavily populated Atlantic sea- 
board. He got a green light from the 
commission in mid-1948, lined up $198 
million in original financing a year 
later, and made his first Hudson River 
crossing in December 1950. Transco’s, 
at the time, was the longest pipeline 
ever built. 

When the need to expand faced 
Transco, however, trouble loomed. 
Williams, somewhat uncomfortable in 
the executive suite, began spending 
less and less time there. Finally in 
April 1953, after a tiff with directors 
over gas contracts and underground 
storage, Claude Williams walked out, 
selling all of his Transco stock. 

Just Friends. During Transco’s pio- 
neering days, Claude Williams was 
clearly the man of the hour. But when 
Transco faced the problem of exploit- 
ing its big market potential, it clearly 
needed another. The man Transco’s 
board picked for the job was Tom P. 
Walker, a vice president of Manhat- 
tan’s Irving Trust Co., and a proven 


REGULATING GAS FLOW: 
expansion was wide open 
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executive with experience in a half 
dozen electric and gas utilities. He 
proved to be a good choice. Before 
the amiable Walker turned over the 
top spot to Clyde McGraw in April 
1957, he had created an almost em- 
barrassingly friendly relationship with 
Transco’s distributor customers. 

McGraw has perpetuated that har- 
mony. “Most of our present manage- 
ment,” he points out, “has come out 
of operating utilities. So we under- 
stand their problems. There is a rule 
around here that we’ll do anything for 
a customer that our field facilities will 
permit.” 

On one occasion, Tom Walker had 
dropped the ball. It occurred in early 
1954, when the big New York utilities 
wanted more gas. It appeared to them 
that Transco was not inclined to un- 
dertake the expansion necessary to 
supply it. At that moment, Tennes- 
see Gas Transmission’s combative 
Gardiner Symonds, having just an- 
nexed a big hunk of the New England 
market, was restlessly looking about 
for new worlds to conquer. Spotting 
nearby New York City, Symonds dis- 
patched his agents to infiltrate Trans- 
co territory. The local distributors 
responded warmly, and the battle 
was on. 

The upshot of it all was that Sym- 
onds, in a compromise arrangement 
with Walker, did pick up 75 million 
cubic feet daily in the New York mar- 
ket, some 15 million less than he had 
sought. But the invasion subsequently 
proved to be no more than a dent in 
the whole. 

The reason the invasion stopped 
where it did was simply price. Cur- 
rently, for example, Consolidated Edi- 
son is paying 49.7 cents per thousand 
cubic feet to Tennessee Gas, only 
38.2c to Transco. 


PRESSURE ON PROFIT 


One reason why piping gas is not the 
profitable business it once was is that 
gos purchase prices have risen swiftly 
—often too fast to be recouped 
through rate relief. Relative to Trans- 
continental’s revenue dollar, these 
costs have nearly doubled since 1953. 
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AROUND THE NEGOTIATING TABLE: 


the producers are driving harder bargains 


Steepening Climb. This tangle with 
Tennessee Gas, however, did serve 
one good purpose: it got Transco back 
on the expansion trail. After pouring 
$139 million into construction in 1950, 
Transco had been résting on its laur- 
els, and had spent less than $12 mil- 
lion over the next three years. Fol- 
lowing Symonds’ intrusion, Walker 
began to make up for lost time. Be- 
tween 1955 and 1959, Transco ploughed 
$334 million into new facilities—an 
average of $67 million a year. 

These big outlays, combined with 
low gas prices, enabled Transco to 
pretty well sew up the New York 
market. Thereafter, Transco’s gas 
haulage built up on an ever-steepen- 
ing scale. Between 1953 to 1955, the 
volume of gas it transported and sold 
rose by 10% to 211.6 billion cubic feet. 
From 1955 to 1957, it increased 34% 
to 282.9 billion. In the two years ended 
in 1959, it jumped 47% to 416 billion. 

Clyde McGraw now figures that he 
will spend some $70 million during 
1960 and continue his expansion at 
approximately that rate for many 
years to come. “We've got market 
growth,” says he, “that we can see and 
count upon. The big trick, though, is 
expanding at a pace that will enable 
your customers to connect their load. 
Putting gas into a home is not just 
something that a million consumers 
jump up and do some fine day.” 

A Matter of Timing? Some natural 
gas analysts explain the growth edge 
Transco has on its rivals as largely 
one of timing. Pipeline experience 
generally has been to exhibit excep- 
tionally swift growth while moving 
into markets where gas is displacing 
other fuels (i.e., oil and coal), only to 
slow down thereafter to a rate more 


nearly in line with the rise in popula- 
tion. The pipelines’ answer to this 
slackening has been to diversify into 
petroleum, petrochemicals, extractive 
minerals and the like. 

Transco made a late start in pipe- 
lining, and thus is four or five years 
behind the industry’s maturity trend. 
When the New York market is largely 
saturated (and considering the large 
number of big apartment and office 
buildings which find other fuels more 
economical than gas, that point of 
saturation is likely to be well under 
100%), Transco too may have to turn 
its attention elsewhere in order to 
maintain its pace of growth. 

Currently, however, Transco has 
little motive to diversify. Thus far, it 
has taken over markets from manu- 
factured gas, but has only begun to 
cut into competitive fuels. “We 
estimate,” says McGraw, “that about 
30,000 homes in the New York metro- 
politan area switched to gas last year. 
The replacement market is just now 
beginning to show up. Satisfying it 
will take a long time.” 

McGraw’s own inclination is to put 
every dollar he can find into his ex- 
isting operation. “Our market,” he 
says, “will absorb all our energies and 
our resources for years ahead. It’s 
not that we're adverse to making 
some of our money in a non-regu- 
lated way. But the fact that you 
have funds available for diversifica- 
tion doesn’t insure that you can profit 
much that way. Our pipeline, on the 
other hand, is a depression-resistant 
investment.” 

Costly Commodity. Any pipeline that 
is not growing may well be headed 
for trouble, since steady expansion is 
necessary to offset the attrition of de- 
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preciation and to maintain highly 
leveraged debt ratios. Yet as many a 
pipeline boss has discovered in recent 
years, growth alone is not always 
enough to insure a strong earnings 
pattern. 

The big bugaboo in the picture has 
been the upward spiral in gas prices 
at the wellhead. Although the FPC 
does allow pipelines to recapture some 
of these additional costs by filing for 
higher selling prices, not all of the 
increase can be passed along. Thus 
outlays for new, more costly gas sup- 
plies have worked to squeeze profits 
despite market growth. 

Like other pipeliners, Clyde Mc- 
Graw is quick to admit that this is 
the biggest problem he faces today. 
Since the FPC requires a pipeline to 
contract for gas reserves amounting 
to no less than 20 times its annual 
delivery capacity, Transco’s fast ex- 
pansion has intensified the normal 
pressures. To back up his growing 
network, McGraw is constantly forced 
to line up new packages of gas. It is 
an expensive game. Where Founder 
Claude Williams once bought Loui- 
siana gas for as little as 8 cents per 
thousand cubic feet, McGraw now 
pays as much as 22 cents. 

To some extent, Transco has man- 
aged to absorb these increased costs 
through improved transmission effi- 
ciency. The original line was laid 
with 30-inch pipe, a broad diameter 
in its day. Later Transco became the 
first pipeline to install 36-inch pipe, 
which increased “throughput” by 60% 
at only 40% more cost. Through such 
measures, the company has actually 
chipped 1.5c per thousand cubic feet 
off its cost of service since 1951. “Right 
now,” says McGraw, “we’re experi- 
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menting with 42-inch pipe. We may 
go to that one day.” 

The Regulatory Muddie. There is a 
limit, of course, to how far such 
efficiencies can go in countering the 
dogged rise in gas costs. Beyond that 
point, the answer must ultimately 
come from the regulatory authorities. 
For years the FPC, understaffed and 
literally drowning in a sea of legal 
documents, has been struggling to 
come up with a workable formula to 
regulate gas prices at the production 
end. Some industry spokesmen pro- 
fess to see progress in that effort, but 
their hopes seem rooted in faith 
rather than fact. In the words of a 
Transco executive: “There is hope for 
the FPC because there has to be hope 
for the FPC.” 

For a pipeline like Transco, which 
purchases virtually all of its gas, there 
are essentially two types of rate prob- 
lems. One is the percentage rate of 
return on net utility plant. This nor- 
mally is a function of the prevailing 
money rates a pipeline must bear in 
adding new facilities. Thus McGraw’s 
drive to raise his rate of return from 
6% to 64% is a reflection of the cur- 
rently high cost of mortgage money. 
Back in 1954, Transco floated a debt 
issue at a 334% interest rate. An offer- 
ing last April carried a much higher 
5%% coupon. 

The second rate problem derives 
from the gas cost squeeze. When it 
becomes apparent that supplies of new 
and more costly gas are soon to put 
pressure on profits, the pipelines cus- 
tomarily apply for compensatory in- 
creases in their selling prices. Six 


months after notification of the FPC 
of such a filing, these price increases 
normally go into affect—subject to 
later redetermination. In the mean- 
time, the FPC tries to decide the 
proper price at both ends. Ultimately 
the pipeline discovers whether it has 
come out ahead or behind in this 
guessing game. 

Playing the Game. Transco’s Clyde 
McGraw is no advocate of this 
system. Within the next few years, 
he believes, gas prices will hit a com- 
petitive ceiling in relation to other 
fuels and will thereafter level off. 
“The only place where price can be 
regulated,” he insists, “is in the mar- 
ketplace. The law of supply and de- 
mand is still a lot more important 
than any regulatory formula.” 

In the meantime, however, McGraw 
has little choice but to play the game. 
During its first quarter this year, 
Transco earned just 36c per share, the 
same as it did last year, although its 
revenues were up 20% to $44.2 mil- 
lion. This stagnation of earnings owed 
partly to the temporarily uneconomic 
operation of 422 miles of newly con- 
structed lateral lines in Louisiana and 
offshore. But it also reflected the 
steady rise in gas costs. McGraw may 
make a new rate filing later this year 
to help cover them. 

Yet nobody at Transcontinental Gas 
Pipe Line is at all doubtful about the 
outlook for earnings. McGraw fore- 
casts another rise in earnings this 
year and suggests that 1961 could 
bring a very sharp gain. As one of 
McGraw’s cohorts puts it: “When- 
ever you see market potential, it’s a 
pretty good guess that somebody’s 
going to make money. Well, we've got 
the potential.” 


PIPE LINE RIVER CROSSING: 
... is regulatory 
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SHIPBUILDING 


THE CAUTIOUS 
CAPTAIN 


While its rivals are flying 
distress signals, Newport 
News Shipbuilding’s business 
barometer reads exception- 
ally fair weather ahead. 





Wuuiam E. Biewetr Jr., president of 
the Newport News Shipbuilding & 
Dry Dock Co.,* is wont to look at his 
business barometer and, whatever the 
reading, cautiously forecast some 
stormy weather ahead. Such careful 
prudence is not surprising. Like other 
shipbuilders, Newport News has a 
long history of riding high on the crest 
of prosperity one year only to wallow 
in a trough the next. “This ship- 
building business,” sighs Blewett, “is 
really something! You never know 
exactly how you're doing until the 
year is over.” 

High Tide. Yet last month, while 
most shipbuilders were flying their 
usual distress signals, even wary Bill 
Blewett could not deny that Newport 
News itself was steaming full speed 
ahead. On its books it had a backlog 
of orders totaling roughly $300 million 
—enough to keep the yard working at 
full speed this year and most of next. 
As a clear signal of this prosperity, 
Newport News’ quarterly dividend 
had been raised from 35c to 40c. And 
despite his cautious instincts, Blewett 
was moved to indulge in what, from 
him, sounded like almost extravagant 
optimism. Said he mildly: “We’re 
going along all right.” 

One big reason the big shipbuilder 


*Newport News Shipbuilding & Dry Dock 
Co. Traded NYSE. Recent price: 3734. ce 
range (1960): high, 397%; low, 334g. Dividend 

): $2.40. Indicated 1960 Ps ‘out: $2.60. 
Soremnae rshare (1959) : $4.81. Total assets: 
$81.2 million. Ticker symbol: NND. 


NEWPORT’S BLEWETT: 
the winds were favorable 
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was indeed “going along all right” 
is a brand new product which prom- 
ises to make headlines for years 
to come: the missile-firing; atomic- 
powered submarine. After 47 years of 
building only surface ships, Newport 
News has already launched one such 
sub, the Robert E. Lee. Still to come 
off its ways are three more A-subs, 
one of them a nuclear-powered attack 
submarine, as well as a new type of 
tender to service atomic submarines. 

As an A-sub builder, Newport 
News has cut itself a slice of Navy 
cake which seems destined to grow 
increasingly larger in the years ahead. 
The Navy trend is definitely toward 
bigger atomic submarine budgets, and 
Newport News has now established 
itself a position to get its share. 

For a shipbuilder like Newport 
News, Navy work has two consider- 
able attractions. Compared with com- 
mercial shipbuilding, it is relatively 
high-margined work. Submarine con- 
tracts also mean fairly fast pay, since 
a sub can be turned out in 16 to 17 
months vs. three years or longer for 
a large surface ship. “I wouldn’t be 
surprised,” admitted Blewett cau- 
tiously, “if the Navy asked Congress 
for more A-subs. But don’t forget, 
the initial cost of building them and 
the refueling costs make them a 
darned expensive item.” 

Signal Flags. But this is not the 
only quarter from which favorable 
trade winds are likely to blow New- 
port News’ way—for the next few 
years at least. “One thing that’s 
always working for us,” observes 
Blewett, “is the fact that ships do be- 
come obsolete.” 

Right now there are two promising 
signal flags of obsolescence appearing 
on Newport News’ ways. One isa pro- 
totype nuclear-powered aircraft car- 
rier, the Enterprise, which threatens 
to put conventionally powered car- 
riers into mothballs. Currently, the 
Navy is agitating for still another 
such ship, and the Enterprise could 
well become the first in a long string 
of atomic-powered war ships. 

The other telltale signal is an order 
on Blewett’s books for four Mariner- 
type cargo vessels (cost: $44.5 mil- 
lion) from the States Steamship Co. 
Under Maritime Administration law, 
subsidized shipping lines must re- 
place their vessels every 20 vears 
(though in practice there are delays). 
Most of the nation’s merchant marine 
fleet has reached this age level and 
must now be replaced. Though slow 
in the launching, once afloat this pro- 
gram will involve no less than 293 
ships over the next 15 years, and 
$4.5 billion in new orders. 

“You're Never Sure.” Such pleasant 
immediate and ultimate prospects not- 


LAUNCHING OF THE ROBERT E. LEE: 
first of many? 


withstanding, cagey Bill Blewett is not 
the man to throw caution overboard. 
His memory of 1949, when Newport 
News’ earnings had soared to $5.08 on 
each of its highly leveraged 1.6 mil- 
lion shares of common stock, is too 
strong for that. For the very next 
year they had fallen to $1.46. 

Just the same, Newport News is 
clearly riding a favorable tide. Last 
year profits still had not reached their 
1949 level, coming to only $4.81 a 
share. But though Blewett ignores 
such things, trade talk puts Newport 
News’ probable 1960 earnings at a 
new all-time high. 

All Blewett will say is this: “We 
report our earnings only twice a year, 
and we estimate our first-half earn- 
ings on the conservative side. At the 
end of the year, of course, we have to 
throw everything in.” Adds Newport 
News’ cautious captain: “In the ship- 
building business, you’re never sure 
what you’re going to end up with.” 


TOBACCO 


THE PITCHMAN 


Last month while Philip Mor- 

ris’ president cited one set of 

statistics, Wall Street’s eyes 
were on quite another. 


Wuen corporation chieftains beard 
Wall Street’s hard-working security 
analysts, they normally pitch their 
companies, not their stock. But last 
month New York’s Society of Security 
Analysts met an exception. He was 
Joseph F. Cullman III, president of 
Philip Morris Inc.,* the nation’s sixth- 


*Philip Morris Inc. Traded NYSE. Recent 
rice: 69%. Price range (1960): high, 70%; 
ow, 60. Dividend (1959): $3. Indicated 1960 
ayout: 60. rnings per share (1959): 
$501. Total assets: $297.3 million. Ticker sym- 
bol: MO 
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cigarette maker in the nation. 

“I firmly believe,” he told the an- 
alysts in reproving tones, “that to- 
bacco stocks should be considered 
growth stocks, and are deserving of 
a higher price/earnings ratio.” 

The Pitch. His mode of argument 
left analysts with no doubt that Cull- 
man counted Philip Morris among 
the deserving tobacconists. “In the 
five year period 1955 through 1959,” 
Cullman observed, “Philip Morris 
earnings per share rose 40%.” Yet 
over the same years, he went on to 
observe, only seven of 40 selected 
growth stocks or industry leaders did 
as well. Yet, continued Cullman, he 
noted an odd thing. “The stocks of 
most of these companies were selling 
in 1955 at price/earnings ratios above 
12 times, which you remember was 
our 1955 P/E ratio. .. . [All] of them 
are selling today at prices represent- 
ing a P/E ratio higher than our cur- 
rent multiplier, or 14 times last year’s 
earnings.” 

On the face of it, Cullman’s seemed 
a convincing case in favor of tobacco 
stocks in general, and PM in particu- 
lar. Yet among the analysts Tobacco 
Man Cullman met with polite skepti- 
cism. For interesting as his figures on 
Philip Morris were, the analysts con- 
sidered others Cullman had not men- 
tioned even more so. Among them: 

e Philip Morris’ net per share which, 
though it has risen 40% over the past 
five years, actually has declined over 
the past decade (see chart) although 
sales are up 51%. Thus even if Philip 
Morris earns the $5.50 a share which 
is its maximum expectation for 1960, 
its earnings will be 17% below the 
$6.62 earned in 1950. 

e The cigarette maker’s sub-par 
profit margin. Last year while in- 
dustry leader R.J. Reynolds pocketed 
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a net of 12.5c on each dollar of net 
sales, and American Tobacco 9.3c, 
Philip Morris earned only 3.8c. One 
reason: Philip Morris’ diversification 
into flexible packaging and adhesives, 
which have proved rather less profit- 
able than tobacco itself. 

© Philip Morris’ lowly return on net 
worth (11.4% last year), lowest among 
the industry’s Big Five. Rival Reyn- 
olds’ return last year: 19.8%. 

® PM’s long-term decline in its 
share of the market which in 1950 
was 11.1%. Last year’s share: 9.4%. 

Yes, But No. As he finished, Cull- 
man was rewarded with the usual 
applause. But the analysts were 
plainly skeptical. Cracked one as he 
shouldered his way out the door: “Joe 
made a great case for the industry. 
Too bad it doesn’t apply to him.” 


DAIRY PRODUCTS 


THE RICHEST 
MILKMAN 


Who’s the biggest money- 

maker in the dairy industry? 

Wrong! It’s California’s lit- 
tle Knudsen Creamery. 





Cream Is fattening, yet few of the na- 
tion’s dairymen expect to grow fat on 
their own diet of earnings. One who 
has (metaphorically) is Thorkild 
Rostgaard Knudsen, 69, the unlike- 
liest prospect of all to do so. He is 
chairman of California’s Knudsen 
Creamery Co.,* an outfit only one- 
thirtieth as large in sales as industry 
leader National Dairy. What’s more, 
cream is not even his main business; 
in terms of profits, it is low-caloried 
cottage cheese. 

Top o’ the Bottle. Yet when it comes 
to profit margins in the dairy busi- 
ness, it is little Knudsen Creamery 
which shows its bigger rivals the way. 
And, as Thorkild Knudsen himself 
confesses, it is all thanks to cottage 
cheese, a product that has caused 
Knudsen to be called, much to his 
embarrassment, “The Cottage Cheese 
King of Southern California.” 

A modest man, Knudsen would 
likely be the last to make invidious 
boasts of profits. He hardly has to, 
for the facts speak for themselves. 
Just last month, Knudsen Creamery 
reported sales of $54.5 million and a 
net of $2.5 million for fiscal 1960 
(ended March 31). That worked out 


*Knudsen Creamery Co. ie - ig 
t pri Price 


counter. Recen 2B %. 
(3800) : A es 344; low, ania, vidend (fiscal 
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to net profits of 4.6c on each dollar 
of sales. By comparison, in their lat- 
est full-year reports National Dairy 
showed 3.1c, and Borden 2.7c. 

What’s Knudsen Creamery’s secret? 
Says Thorkild Knudsen almost shyly: 
“It’s really quite simple. Our cottage 
cheese has acquired such a good repu- 
tation during the past 40 years that it 
commands a premium price. It sells 
at 30c a pint vs. 23c for others. 

What’s more, Knudsen goes on to 
admit, “We sell it by the carload. In 
fact, cottage cheese ranks second only 
to milk in our sales picture.” 

Self-Culture. An immigrant Dane, 
Knudsen went into the dairy business 
on his own in 1919 with brother Carl 
(who sold out in the 1920s). At the 
beginning, they had two assets: the 
notion that California creameries 
were shamefully wasteful in the way 


‘they dumped excess skimmed milk; 


and their own special processes for 
turning it into cottage cheese and 
buttermilk less perishable than the 
types then sold. 

Almost immediately, Knudsen cot- 
tage cheese won itself a name for 
quality. “We saw,” explains Knud- 
sen, “that dairies which made cot- 
tage cheese and buttermilk as by- 
products didn’t give them the same 
care they gave their main lines. We 
decided we would.” So well do con- 
sumers like the result that, from a 
take of $66,000 in its first year, Knud- 
sen’s sales are now $55 million. 

Along the way, in the 1930s, in- 
tense competition forced Knudsen to 
broaden his line to include other tra- 
ditional dairy products. Now, in terms 
of sales, they overshadow his cottage 
cheese business. But lowly cottage 
cheese still is the backbone of Knud- 
sen Creamery’s profits and keeps 
Knudsen itself the most profitable 
major dairy company in the U.S. 





CREAMIEST 


On remarkably plain fare (cottage 
cheese is still its biggest money- 
maker), little Knudson Creameries 
consistently extracts a creamier profit 

per sales dollar 


e than its far bigger 
e rivals. 
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BOWLING EQUIPMENT 


THE CHALLENGER 


Abetted Otis Elevator, 
little Bowl-Mor Co. thinks it 
can take on the two pinspotter 
kings and roll up a top score. 





Two outrits which had seen Ameri- 
ca’s bowling boom pass them by got 
together last month and were clearly 
out for revenge. 

The Partnership. One was big Otis 
Elevator Co., which until recently 
made all the automatic pinspotters 
sold by Brunswick Corp., one of the 
Big Two of the trade. While it lasted, 
it was a profitable business. In all, 
Otis made 32,581 pinspotters for 
Brunswick, 13,000 of them last year 
alone. On each it grossed an esti- 
mated $1,500 profit. Brunswick, how- 
ever, decided to make the machine 
itself. So there was Otis’ President 
LeRoy Petersen all tooled up with 
no place to go. 

The other was a little-known New 
England outfit called Bowl-Mor Co.,* 
which back in 1949 had developed a 
pinspotter machine for which it had 
high hopes. They were never realized. 
Along came American Machine & 
Foundry Co. and Brunswick Corp. 
with similar machines to sew up the 
market. Says Howard M. Dowd, 
chaiman of Bowl-Mor’s powerful ex- 
ecutive committee: “We were the pio- 
neers in automatic bowling machines. 
But the big companies had the money, 
and they got all the publicity.” 

Joining hands last month, Otis and 
Bowl-Mor announced a deal in which 
Otis will make an automatic pinspotter 
which Bowl-Mor will sell. What's 
more, the partnership seemed confi- 
dent that it was destined to give both 


*Bowl-Mor Co., Inc. Traded over-the- 
counter. Recent price: 31. Price roo (1960) : 
high. 4344; low, 11. Dividend (1 : none. 
Indicated '1960 yout: none. a per 


share (1959) : . Total assets: $7.7 


BOWL-MOR’S DOWD: 
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AMF and Brunswick some surpris- 
ingly hot competition, late start or no. 
Said Dowd firmly: “We don’t expect 
any trouble from them.” 

Sweet Revenge. Bowl-Mor and Otis 
have several things working in their 
favor. For one thing, initially Dowd 
plans to play on alleys closed to both 
AMF and Brunswick. These are the 
17,000 existing bowling alleys which 
are too small for the AMF and Bruns- 
wick machines; only the smaller 
Bowl-Mor machine will fit them. Ob- 
serves Dowd: “There’s no competi- 
tion in that area whatsoever.” 

Yet the new partnership has ambi- 
tions far beyond the peanut trade. It 
also plans to exploit what Dowd thinks 
is the Achilles’ heels of both AMF and 
Brunswick in big alley competition: 
the discontent among the nation’s 
bowling alley contractors. Both AMF 
and Brunswick build alleys along 
with their machines, a fact that has 
left the contractors in an uncomfort- 
able position. “If an alley proprietor 
wanted machines,” explains Dowd, 
“the alley contractors had to go to 
Brunswick or AMF with hats in hand. 
But we don’t build alleys, so we are 
counting the contractors as enthusi- 
astic salesmen for our machines.” 

Both AMF and Brunswick are also 
probably more vulnerable in other 
ways than might appear at first glance. 
One such is price. AMF builds its 
pinspotters at a direct cost estimated 
at no more than $2,500. It leases the 
machines under contracts reportedly 
written to bring in $8,000 over a ten- 
year period. At least that is the 
theory. Actually, a Bowl-Mor aide 
points out that it is no secret that 
many alley proprietors chafe at the 
economics of leasing pinspotters, pre- 
fer the cheaper (to them) method of 
buying them outright. That fact may 
go a long way to explain how late- 
starting Brunswick Corp. (which sells 
pinspotters outright) has been able to 
close the gap behind front-running 
AMF and itself. 


BOWL-MOR PINSETTER: 
the game now has three players 


However, Brunswick, too, may have 
a weakness. Since it is just starting 
up its own production of pinspotters, 
it would be in a poor position to fight 
back if the Bowl-Mor machine, which 
is inherently less expensive to build 
and sell, sold under the present $8,000 
price. 

Ready to Roll. Alley owners cus- 
tomarily install new pinspotting ma- 
chines only during the slack summer 
months. So Bowl-Mor, whose ma- 
chine must still be approved by the 
American Bowling Congress, will get 
its first big chance next season. (Ap- 
proval is expected this fall.) 

By then Bowl-Mor’s Dowd expects 
to be rolling up nothing but ten 
strikes. “The first year after we get 
approval,” says he, “we expect to sell 
anywhere from 3,000 to 5,000 ma- 
chines.” That, he adds, is just a starter: 
“We are shooting for a production of 
50 machines a day.” 

Considering Bowl-Mor’s modest cap- 
italization (749,453 common shares), 
even approaching half that level 
would be a sizable bonanza. To be 
sure, it would still leave Bowl-Mor 
well behind AMF and Brunswick, 
which are now turning out a combined 
25,000 machines a year. Yet Dowd is 
not unhopeful that he can give the 
Big Two equippers some hot compe- 
tition. “It’s a darn good machine,” he 
says. “After all, it will be made by 
Otis Elevator, and that’s the same 
company that made the Brunswick 
machine.” 

Such are little Bowl-Mor’s ambi- 
tions, and whether it rolls a ten- 
strike or a gutter ball remains to be 
seen. But for Dowd, the new partner- 
ship with Otis is sweet revenge afte: 
11 years of seeing relative upstarts 
get the business. “We've had a very 
tough struggle,” he says. “In the 
early days, nobody wanted to lend 
us any money so we could move 
ahead.” Adds he, brightening: “But 
now that we are rolling, everybody 
wants to lend us money.” 





FOOD CHAINS 


LAGGARD LEADER 


Low prices built giant A&P, 
but they are doing so no 
longer. 





For 101 years, the Great Atlantic & 
Pacific Tea Co.* has thrived on one 
simple gospel: low prices. Hewing 
to this line, it grew from a single 
store opened on New York’s Vesey 
Street in 1859 to what is now far & 
away America’s largest retail food 
chain (1959 sales: $5 billion). 

Every retailer, of course, talks low 
prices. A&P’s President Ralph W. 
Burger is one merchant who delivers 
them. As even his rivals freely ad- 
mit, A&P sets the floor under retail 
food prices for the rest of the in- 
dustry. A&P’s profit margin after 
taxes last year: a tiny 1.03%, com- 
pared with a 1.4% industry average. 
Says Burger: “We don’t believe in 
profiteering on food. Our aim is to 
deliver good food at reasonable 
prices. It is an obligation.” 

After Yesterday. This ordinance, 
proclaimed by Burger at A&P’s very 
first public stockholders’ meeting in 
1958, has proved itself in the chain's 
century-long growth. A&P’s low 
prices have always been the house- 
wife’s delight, and she has amply re- 
paid the compliment in trade. But 
of late the low-price gospel has be- 
come the A&P investor’s despair. 

One reason is that A&P is no 
longer moving as fast as it once did. 
Of late, every one of A&P’s major 
rivals has outstripped it in sales 
growth, gradually narrowing the dis- 
tance behind the big grocer. Early 
in the 1950s (see chart), A&P’s sales 
grew at a compounded annual rate of 
5.9%. In the last three years this 
slowed to an average of 3.4%. In 
1959 this growth stopped altogether. 

The trend in earnings is an even 
sorrier tale. Late in the 1950s earn- 
ings growth stopped, and last year’s 
net actually receded. Other food 
chain earnings kept soaring. 

All this has not been lost on restive 
stockholders, who last month bearded 
Burger at A&P’s annual meeting with 
complaints. While A&P was lagging, 
they pointed out, rival retailers were 
gaining. Where since 1957 A&P’s 
sales have risen just 6%, Safeway’s 
have gained 13%, Kroger’s 14%. 

Volume First. The news that Burger 
came prepared to give stockholders 
was hardly calculated to calm them. 
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In 1960's first fiscal quarter (ended 
May 31), sales rose 4% but earnings 
dropped 5.9% to 64c per share. 
Burger admitted that stiff compe- 
tition from his faster-growing rivals 
was to blame. He admitted too that 
A&P had made an all-out effort to 
meet it, and boost sales. But one 
thing he would not admit: that A&P’s 
low-price policy was costing it dear 
enough to be abandoned. To sugges- 
tions that A&P’s profit margin is too 
low and ought to be raised he made 
an unbudging retort: “If you are 
asking me to raise prices,” said he, 
“you will have to battle me physi- 
cally. If I can help hold down the 
price of food, I am going to do it.” 


NATUS’ GOLDEN: 
he’s looking around 


FINANCE 


A GOLDEN 
DILEMMA 


Think it’s easy to spend $19 
million? Just ask Natus 
Corp.’s William Golden. 


Pity poor William T. Golden! Ear- 
lier this year, as president and chair- 
man of the National-U.S. Radiator 
Corp., Golden sold off most of his 
firm’s assets to the Crane Co. and 
changed its name to Natus Corp.* 
Natus’ entire assets now consist of 
one big bundle of cash, some $19 
million ($17 a share) in all. Golden’s 
problem: what to buy with it. 

$19 + Hope — $25. What’s more, 
there were days last month when it 
seemed half the nation was waiting 
for Golden to part with his bankroll. 
And strangely enough, $19 million in 
non-productive cash apparently was 
worth far, far more. In a strange in- 
version, two birds in the bush proved, 
as it were, worth much more than 
one in the hand. 

Wall Street’s rumor mills have long 
delightedly hinted that Natus would 
soon be venturing into such glit- 
tering fields as bowling, fiberglass 
or electronics. Nearly everybody 
seemed to have a theory, and, even 
more strangely, nearly everybody 
seemed to want to get in on the 
Golden touch. In a matter of days, 
Natus common just missed doubling 
in price, soaring to $25 a share. 

Yet last month, Golden was living 
proof of the old adage that money 
does not bring happiness. Sighed he: 
“We have searched hard for possible 
acquisitions, and the banks and in- 
vestment houses are looking for us. 
But we haven’t found anything.” 

Considering the money Golden has 
to spend (conceivably Natus’ cash 
could get it $20 million or more in 
borrowed money), it might seem that 
Golden should have no great diffi- 
culty finding just the kind of buy he 
wants: “one big company.” “Several 
small companies,” he explains, “are 
harder to run than one big one.” 

Under Pressure. Until he finds what 
he wants, Golden can only ponder 
the problems of wealth from a tiny 
Wall Street office hardly the size of 
a closet. “To keep the overhead 
down,” he explains. Currently, the far- 
famed $19 million is biding its time 
in government securities. But, says 
Golden, “I know the pressure is on.” 


nan Es Corp. Traded NYSE. Recent price: 
Price range (1960): high, 25; low, 14. 
Dividend (fseat 1980): 3c plus stock. Indi- 
— fiscal 1961 payout: 30c pl 
salt per share (fiscal 1960) : 4 
8 million. Ticker symbol: NRA 
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SMALL BUSINESS INVESTMENT COMPANIES 





WHERE ONE DOLLAR DOES THE WORK OF THREE—ALMOST 


The economics of capital leverage in small business 


investment companies are wo 


rful to behold. So 


are the tax angles. But in two years of trying, 
the program has barely gotten off the ground. 


It’s a safe bet that Alabama’s Senator 
John Sparkman and Representative 
Wright Patman of Texas, chairmen of 
the two Congressional small business 
committees, will not throw a wing- 
ding next month to celebrate the 
second anniversary of the Small 
Business Investment Act of 1958. The 
tip-off (if any was needed) was the 
frosty silence with which they re- 
ceived the Small Business Admin- 
istration’s announcement late in May 
that it had granted a license to the 
Albany-based Small Business Invest- 
ment Co. of New York—the 100th 
such license issued under the act. 

In Slow Gear. Their lack of enthu- 
siasm is not due to mere legislative 
churlishness. It owed rather to the 
conviction that things should have 
gone much faster. Instead of setting 
up 200 small business investment 
companies during the program’s first 
year—which a former SBA adminis- 
trator had picked as a reasonable 
target—it has taken nearly two years 
to reach the century mark. What's 
more, that number is misleading. The 
total capital of the 100 SBICs at 
June 1 was less than $60 million—a 
far cry from the $550 million that the 
Federal Reserve estimated as the 
actual annual investment in small 
U.S. enterprises. Tub-thumpers for 
small business want that sharply in- 
creased, but SBIC slow-geared prog- 
ress to date has done little to help. 

One big reason is the Federal Gov- 
ernment’s own miniscule cash par- 
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ticipation in the SBIC program. 
Though the act authorized $250 mil- 
lion to be passed out to SBICs, at 
the end of May less than $11 million 
had been so distributed. But small 
business is a hallowed cause of poli- 
ticians (though more honored in name 
than practice), and Congressional 
hoppers are full of bills to get more 
action. One bill, allowing SBICs more 
freedom in investing their funds, has 
already passed both houses and been 
signed by the President. A second, 
just introduced by Senator Spark- 
man, would multiply by several-fold 
the money the Government could 
lend an SBIC per dollar of private 
capital Thus investors, many of 
whom have looked with hypnotic 
fascination at the SBIC’s potential as 
a route to capital gains, can hope 
that new legislation will pull that 
opportunity down out of the theoret- 
ical stratosphere. 

The Ground Rules. Even as original- 
ly authorized, the economics of 
SBICs are fascinating. So are the 
tax angles. The original act per- 
mitted the licensing of small business 
investment companies to supply cap- 
ital to little enterprises as loans or 
in return for convertible debentures. 
To encourage investors, the act made 
most gains from these ventures sub- 
ject to the capital gains tax, instead 
of the normal income levy. Losses, 
however, can be deducted from cur- 
rent income. 

That was not all. The act also al- 


lowed the Government (via the Small 
Business Administration) to invest 
in subordinated debentures of an 
SBIC, on a $1-for-$1 basis with its 
private capital, to the extent neces- 
sary to bring the SBiC’s paid-in 
capital up to $300,000. Beyond that, 
the Government was also authorized 
to lend an SBIC another 50 cents 
for each dollar of its paid-in capital 
Thus, in theory at least, an SBIC 
which could raise $150,000 of private 
money, could then sell the Govern- 
ment another $150,000 debentures, 
get still another $150,000 as a gov- 
ernment loan. Thus it could wind up 
with loan resources of $450,000 

Tug-of-War. Hardly was the law on 
the books, however, when theory and 
practice parted company. First off 
there was the familiar Washington 
tug-of-war between the legislative 
proponents of “boldness” (meaning 
willingness to lose a little public 
money to put over a pet project) and 
the administrative devotees of cau- 
tion (meaning the bureaucrat’s in- 
stinctive aversion to sticking out his 
neck). 

In defense of the Small Business 
Administration, it admittedly 
dealing with a novel venture and 
would take the rap for any shenani- 
gans. So it has gone slow. Yet 
Sparkman, Patman and their cohorts 
have no inconsiderable grounds for 
scoring the slowness with which SBA 
procedures were devised and regu- 
lations published. What’s more, even 


was 


SEN. JOHN SPARKMAN (ALABAMA): 
to help small business, they want Uncle Sam to open the purse strings wide 





then the program was administered 
with extreme caution. “You would 
think,” says one Senate committee 
firebrand, “that they were interpret- 
ing a criminal statute.” 

So deliberate has been the speed 
with which SBIC matters have 
moved that many a would-be SBIC 
organizer has long since simply given 
up in disgust. 

Another product of SBA’s caution 
is the type of licenses it has encour- 
aged. More than a third of them are 
bank-owned or bank-sponsored en- 
terprises. Now bankers are wont to 
cherish a picture of themselves as 
prudent men and are unlikely to 
take chances of involving themselves 
or SBA in any scandal. They are 
also largely unfamiliar with equity 
financing, especially of the free- 
wheeling type in which SBICs are 
supposed to engage. Not surprising- 
ly, therefore, some of the bank- 
sponsored SBICs have done little 
more than sit on their hands since 
organization, making no investments 
to speak of. Others committed their 
entire available funds early and 
have since gone into a state of sus- 
pended animation. The remainder 
have approached the unfamiliar ter- 
rain in gingerly fashion. First SBIC 
of New England, sponsored by the 
First National Bank of Boston, for 
example, is now approaching the 
limit of its original $325,000 of capital 
after more than a year of operation— 
scarcely a heady tonic for the small 
businesses of New England. 

Yet even the most enthusiastic 
SBIC sponsors have chafed under 
burdensome restrictions. Until now, 
for example, SBICs were limited in 
their investments to long-term loans 
or convertible debentures (as op- 
posed to, say, notes with detachable 
stock warrants). They could not offer 
stock options to their own officers. 
Nor could they set up tax-free re- 
serves for bad debts. 

A Race of Pygmies. Yet the funda- 
mental flaw in the program has proved 
less one of detail than of conception. 
In essence, the rules encouraged the 
establishment of SBICs which are too 
small to be viable. An SBIC of mini- 
mum size—which about half of them 
are—has $150,000 of private capital to 
work with, plus another $150,000 de- 
rived from sale of its 5% subordinated 
debentures to the Government. Thus 
even if it invests all its funds at 10% 
(and, incredibly, suffers no losses), 
its annual income could rise no higher 
than $22,500—barely more than it 
costs to maintain a modest office. 
In theory, of course, it could boost its 
take by borrowing another $150,000 
from the Government at 5%, investing 
it at 10%. But in practice almost no 
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money of this type has been forth- 
coming. 

The crucial importance of size is 
pointed up by the one sparkling suc- 
cess in the SBIC field to date—the 
Electronics Capital Corp. of San Diego. 
Early in the game, ECC’s President 
Charles E. Salik, 35, a well-heeled 
and well-educated young Texan, de- 
cided that to be really successful an 
SBIC had to have national scope and 
had to specialize. Being an electrical 
engineer, Salik chose electronics. But 
most of all it needed size. So in June 
1959, he floated an $18-million issue of 
common stock through Hayden, Stone 
& Co. And with that one bound, Elec- 
tronics Capital Corp. far outstripped 
all its SBIC competitors. 

At Electronics Capital, Salik runs a 
thoroughly unique SBIC operation. 
Since last June, he has invested only 
$5 million of ECC’s funds, largely be- 


ECC’S CHARLES SALIK: 
you have to be big 


cause of his exhaustive investigation 
of would-be borrowers. He also in- 
sists that small business clients buy, 
as part of the financing package, a 
continuing mamagement counseling 
service from ECC. Electronics Capi- 
tal’s financial heft gives Salik two 
great advantages: as a client com- 
pany grows, he can continue to meet 
its needs for capital without over- 
stepping the 20% legal limit of its 
funds an SBIC is allowed to invest 
in any one situation. In addition, 
Salik’s wide-ranging relationships 
with companies in the electronics field 
open up interesting possibilities of 
cooperative bidding on contracts and 
other corporate collaborations. 

The Gold Rush. Other SBIC’s have 
tried to follow Electronics Capital into 
the equity market, but with decidedly 
mixed results. Two Washington, D.C. 
companies, Allied SBIC and Greater 


Washington Industrial Investments, 
managed to float issues of $1.1 mil- 
lion and $5 million respectively in 
January and April of 1960, and First 
Midwest SBIC of Minneapolis has 
recently succeeded in raising slightly 
less than $1 million. But Tennessee 
Investors of Nashville tried for $5 mil- 
lion last fall, and Southern Growth 
Industries of Atlanta for a like 
amount early this year—and fell on 
their faces. 

It was really Electronics Capital’s 
market success (issued at $10, its 
stock has sold as high as 2834, and 
early this month was quoted at 
26%) that stimulated the current 
rash of SBIC equity flotations. Last 
month three issues were floated— 
Growth Capital, Inc. of Cleveland 
($10 million), Franklin Corp. of New 
York ($10 million) and Continental 
Capital Corp. of San Francisco ($3.3 
million)—and others are known to be 
in various stages of formation. 

To muddy up this already fluid pic- 
ture, the politicos are also on the 
move. SBA has just issued its draft 
regulations on the new bill allowing 
an SBIC to invest almost any way it 
chooses—loans, convertible deben- 
tures, common stock, notes with op- 
tions or whatnot. And Senator Spark- 
man has just introduced a bill where- 
by a licensed SBIC could sell the 
Government a dollar’s worth of de- 
bentures for every dollar of private 
investment (up to $1 million), then 
borrow up to its entire capitalization 
of debt and common from the Govern- 
ment. Thus an SBIC with $1 million 
in private capital could get another 
million from sale of its debentures to 
the Government, plus $2 million more 
in Government loans. That would give 
it a tasty 4-to-1 leverage. 

No Small Plans. Smart investors are 
not overlooking the implicit admis- 
sion in the new Sparkman Bill that 
an SBIC must be big if it is to survive 
and perform a useful function. “We 
believe,” says staff director Walter 
Stults of the Senate Small Business 
Committee, “that a $300,000 com- 
pany just can’t make a go of it. It 
should have at least $2 million in 
lendable funds—and $2 million to $4 
million would be better.” By giving 
maximum leverage to those with $1 
million in private funds, the Spark- 
man bill is designed to use the carrot 
of government funds to make SBICs 
bigger. 

One thing at least two years of 
SBICs has proven beyond question: 
there’s little point in an SBIC cooked 
up by a dozen small investors with 
$10,000 or $15,000 to kick in. In SBICs 
no less than in other fields, God seems 
to be on the side with the biggest 
battalions. 
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RET AILING 


THE DOMINANT 
KIND 


Don’t build, buy, says Fed- 
erated Department Stores, 
which by taking its own ad- 
vice has made itself retail- 
ing’s most profitable chain. 


“THERE is really no secret to our suc- 
cess,” says sprightly 75-year-old 
Chairman Fred Lazarus Jr. of Feder- 
ated Department Stores. “We simply 
make it our objective to become the 
dominant store in any trading area we 
serve.” Chimes in the junior member 
of retailing’s best-known father-son 
team, President “Mr. Ralph” Lazarus: 
“It inhibits us mentally to be operat- 
ing a store which is condemned to 
second or third place.” 

Few inhibitions. On that basis, the 
Lazaruses need have few inhibitions. 
Virtually all of the 46 stores Federated 
operates in 14 states are either already 
the “dominant” merchandise mart in 
their area, or are well on their way 
to becoming it. And since success 
begets success, the sharp-eyed Laza- 
ruses have had little trouble over the 
years in finding leading stores who 
were eager to become part of big re- 
tailing’s most profitable, after Sears 
Roebuck, department store chain 
(1959 return on equity: 143%). 

Last year, for example, the Laza- 
ruses brought home in their corpo- 
rate shopping bag two more “domi- 
nant” stores: Rike-Kumler’s of Day- 
ton, Ohio and Goldsmith’s of Memphis, 
Tenn. It cost them 818,326 shares of 
Federated’s high-flying stock, which 
at 17.5 times 1959 earnings of $4.01 a 
share commands a price/earnings ratio 
uncommon among retailers. But since 
Rike’s and Goldsmith’s were already 
earning at a rate equal to the rest of 
Federated’s chain, the result was not 
a penny of dilution. 

Last month the Lazaruses again 
were on the move, snapping up an- 
other top-ranking store: Levy’s of 
fast-growing Tucson, Ariz. (the terms: 
cash). Levy’s may not yet be “domi- 
nant” in its area, but the Lazaruses 
will be watching it like hawks from 
here on out to make it just that. “We 
won't buy,” admits President Ralph 
readily, “unless we can get either the 
number one store, or one that can be 
made number one.” 

Keeping Up. One trick the Laza- 
ruses use to take their stores to the 


pelie ies ee ee Stores, Inc. Traded NYSE. 


Price ran ¢ (1960) : high. 
ce low 60%, ‘Dividend a “indicated 
Pree re (1959): 


rning 
oe phe $347.6 nas per Ticker sym- 


Forses, suty 15, 1960 


THE LAZARUSES, FATHER & SON: 
being 


top and keep them there is free- 
spending modernization and upkeep. 
Says Ralph Lazarus proudly: “Every 
one of our stores is up-to-date.” Adds 
Mr. Fred: “Just look at our yearly 
budget for maintenance and repairs 
and you'll see what he means.’ 

A look at Federated’s 1959 budget 
shows outlays of more than $8 million, 
or 1.1 cent of every sales dollar, in 
refurbishing its stores. Rival Allied 
Stores’ outlay for the same purpose: 
just half that sum, though it operates 
almost twice as many stores. 

The question now is: Can Federated 
keep up the heady pace it has set in 
the last decade? Since 1949, its sales 
have more than doubled (to $760 mil- 
lion) and so have earnings (to 
$33.9 million), with margins ex- 
panding from 4.3% to°4.5%. Promises 
Ralph Lazarus: “If we can correct 
the things we know need correcting, 
we'll do better yet.” 


LEHIGH a ged *S MAJOR: 


just second or third is bad for the ego 


RAILROADS 


LAST OF 
BLACK TOM 


No more will poverty-strick- 

en Lehigh Valley Railroad 

be able to count on a helping 
hand from the past. 


LIKE a ghostly echo from the almost- 
forgotten past, Black Tom rose and 
shook itself briefly last month, and 
then subsided, perhaps forever. The 
occasion: a routine earnings report 
from a hard-pressed little eastern car- 
rier, the Lehigh Valley Railroad. 

In 1960's first five months, an- 
nounced Lehigh Valley’s President 
Cedric A. Major, the road had shaved 
its deficit from 1959’s $1.9 million to 
a mere $224,275. The biggest con- 
tributing factor: receipt of $1.2 mil- 
lion in reparations from the German 
Government for the Black Tom mu- 
nitions explosion of 1916. 

The news took history buffs back 
exactly 44 years, to the hot July 30 of 
1916, when Black Tom Island, off the 
Jersey City docks, virtually disap- 
peared with a shattering roar. Re- 
sponsibility for the explosion was 
traced to German sabotage, and since 
World War II the German Govern- 
ment has been paying irregular sums 
as reparations, about half of which has 
gone to the Lehigh Valley. 

The road’s latest windfall will be its 
last. Its remaining interest in the 
Black Tom reparations was sold out- 
right last year. As a result, Lehigh, 
which has wallowed in red ink for 
three straight years, henceforth must 
face its dubious future without a 
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STOCK MARKETS 


THE WATCH 
ON THE MAIN 


What keeps the German 

stock market booming along 

when most other markets 

have long since run out of 
steam? 





“ANOTHER hectic week in the stock 
market,” reported the Frankfurter 
Allgemeine breathlessly one day late 
last month. “Some individual stocks,” 
said the Frankfurt daily, “have been 
roaring like locomotives.” 

Hectic is just the word for the Ger- 
man stock market, which in just one 
week last month rose 5%. For while 
bulls had long since run out of breath 
in such world finance centers as New 
York, London, Paris, Toronto and 
even Tokyo, Frankfurt am Main’s 
Wertpapierboerse, the biggest stock 
trading center in West Germany, is 
still snorting fire and bulling its way 
at a fantastic pace. Just since the end 
of 1959, the Allgemeine’s index of 
German stock values has risen a 
whopping 57%. In fact, German 
stocks have outpaced American stocks 
for more than two years now. 

Among the most heavily traded of 
the fast movers has been Siemens and 
Halske (“the General Electric of West 
Germany”), up 22% since 1960 began. 
Chemical maker Badische Anilin (one 
of three major chemical companies 
set up when the old LG. Farben com- 
plex was dismantled) has risen 38%. 
Biggest gainer among all major Ger- 
man stocks: Daimler-Benz (maker 
of Mercedes and Auto-Union cars), 
up a whopping 115% since last De- 
cember. 

Wunderbar. Why the prolonged 
boom? “An important part has been 
played by recommendations from 
American brokers,” reported the AIll- 
gemeine. Disenchanted recently with 
capital gains possibilities at home, 
many a Wall Streeter had been mov- 
ing American capital into likely look- 
ing European stocks. 

Native factors have played their 
part too. This year German business 
has continued at the same wunder- 
bar pace that has made its postwar 
recovery Europe’s economic marvel. 
Ordinary Germans have not missed 
the point. “Twice within one genera- 
tion,” observes Frederick H. Rosen- 
stiel, a Wall Street specialist in for- 
eign securities, “Germans lost 90% of 
their savings because of war-caused 
inflation. The people have become 
very stock-minded.” 

Increasing the upward pressure 
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TRADING ON FRANKFURT’S EXCHANGE: 
in a wunderbar economy, a fantastisch stock market 


on equity prices is the rapid growth of 
European investment trusts. Pat- 
terned after British trusts and Ameri- 
can mutual funds, they are invariably 
sponsored by banks, thus have a 
steady stream of prospects coming to 
them. “As recently as five years ago, 
Europe had scarcely a handful of 
trusts for investors,” says George Nel- 
son, president of the New York mu- 
tual fund that bears his name. “Now, 
there are at approximately 50.” 
Blindman’s Buff. In some ways, in- 
vesting in the German stock market 
is a game of blindman’s buff. For in 
the conservative European tradition, 
German companies publish only the 
sketchiest financial data. They do re- 
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port depreciation charges against 
operating income, but as normal prac- 
tice they utterly conceal other sub- 
stantial deductions which get socked 
away in hidden reserves. Often what 
appears “net profit” is only what the 
directors want to pay out in dividends. 
High-flying Siemens and Halske, 
for example, last year showed a sus- 
piciously low net profit of $15 million 
on sales of $865 million. Depreciation 
alone, to say nothing of any other re- 
serves, added another $40 million to 
cash flow. Thus, whereas the stock 
was selling last month roughly 23 
times reported earnings, experts 
guessed that the market price was 
something more like 12 times actual 
earnings. “On cash flow alone,” says 
Rosenstiel, “I'd say that current prices 
are probably quite reasonable.” 
Fantastisch. Even bank stocks, ordi- 
narily stately and slow-moving, have 
joined the parade on Frankfurt’s 
Wertpapierboerse. Dresdner Bank 
shares, for instance, have jumped 19% 
in price since year-end. But there 
were some laggards and losers too. 
Despite the German traders’ cliché 
that “as Siemens goes, so goes AEG” 
(another big electrical equipment 
maker), AEG had moved up less than 
half as fast, or “just” 8.6%. And like 
their American counterparts, German 
steel stocks have run into some very 
rough weather. Thyssen-Huette, one 
of the top two steel makers in West 
Germany, has dropped some 19%. 
Such losers notwithstanding, the 
German stock market last month was 
by far the world’s liveliest, with no 
signs of a letup. How long it can con- 
tinue its present pace, no German was 
willing to guess. One reason is that 
Germans have few of the bench marks 
American traders rely on. Volume of 
trading, for example, offered no clue; 
Germans don’t keep score. All that 
could be said was George Nelson’s 
favorite adjective: “fantastisch.” 
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there’s more to Cities Service 
than meets the eye! 


It’s easy to make a telephone call. But look at 
all that’s behind this modern convenience. 
For example, to care for over 4,000,000 New 
York City phones requires more than 60,000 
people. And 7,000 scientists, engineers, and 
technicians work in this one metropolitan area 
seeking ways to improve the phone system. 
The same holds true for the petroleum in- 
dustry, too. It’s easy to drive into a friendly 
Cities Service station, “Fill ’er up” and drive 
off with a tankful of quality gasolene. 
But to make that possible, thousands of 
people are at work on five continents, utilizing 
ne the most modern facilities of exploration, pro- 
activity. Today there are over duction, transportation, refining, research and 
70 million phones in use in the - : 
United States serving homes marketing. The investment re- 
and industry. They are a vital quired has exceeded a billion 
part of our everyday life. dollars. And millions more are 
being spent each year! 
Only in this way can America 
be given what it needs for 
progress—more jobs and better 
petroleum products. 


Stretching from country to 
country, these wires hum with 
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“THERMO-FAX”’ Brand Copying Machines make a copy in just 4 sec- 
onds. But this electric speed does far more than simplify general copying. 
These machines turn out 250 statements an hour. They make 42 gummed 
address labels in seconds...eliminate time-consuming dictation in answering 
correspondence...even allowlaminating of papers needing lasting protection. 


This ability to do more jobs faster than other copying machines is the 
result of a simple, one-step copying operation that’s completely electric. 
No chemicals, negatives or masters slow the process. Copies are made di- 
rectly from the original. To learn exactly how this fast copying can speed 
your paperwork, call your local dealer...or mail the card now. 


MAIL THIS ATTACHED CARD NOW See for yourself 

why these all-electric machines have become more Th -F 

and more useful in speeding paperwork operations. ermo ax 
COPYING PRODUCTS 


Miinnesora Miiaine AND Wianuracrurine COMPANY 3M } 


-+ + WHERE RESEARCH IS THE KEY TO TOMORROW 


THE TERM “THERMO-FAK” 'S A REGISTERED TRADEMARK 
OF MINNESOTA MINING AND MANUFACTURING COMPANY 





CAPITAL GOODS 


HAPPY MOLD 


One capital goods maker that 
does not face those giddy ups 
and downs is Akron’s McNeil 
Machine & Engineering Co. 





Atmost by definition, makers of heavy 
capital goods lead rather desperate 
lives: either they are desperately busy, 
or desperately idle. Not so, however, 
Charles F. Safreed, 63, president of 
Akron’s modest-sized ($30-million 
total assets) McNeil Machine & Engi- 
neering Co.* His is an outfit that 
hardly knows what the word “cycli- 
cal” means. 

“No Complaints.” The fortunes of 
most capital goods producers are di- 
rectly tied to the up & down moods 
of such customers as steelmakers and 
automakers. But long ago McNeil 
hitched its wagon to the ever-rising 
rubber industry’s star. Safreed’s main 
product: the huge rubber curing 
presses Akron’s rubber producers use 
to mold tires, a steady growing market 
for which McNeil supplies well over 
half of the estimated demand. 

For McNeil, this has been a re- 
markably profitable and uncyclical 
business. Since 1950, sales have in- 
creased fourfold to $37.7 million last 
year. Earnings have shown a corre- 
sponding rise to $3.5 million, or $2.84 
per share. Says Safreed, with a grin: 
“We certainly have no reason to com- 
plain.” 

Quite the Reverse. Last month, in 
fact, Charles Safreed had the look of 
a man who believes he has added 
more of the same to an already good 
thing. For $11.9 million in cash, en- 
tirely financed through long-term 
loans, he bought Ashland, Ohio’s FE. 
Myers Bros., a_ family-controlled 
maker of pumps and water systems. 

The thing that attracted Safreed to 
Myers was not any conspicuous ex- 
plosion in sales; actually, Myers’ for- 
tunes postwar have been rather static. 
Yet never since 1948 has it netted less 
than $800,000 profit, nor shown less 
than $1.1 million in cash flow. In good 
years Myers has earned as much as 
$1.1 million after taxes. 

What interested Safreed, apart from 
that lush cash flow, was his notion 
that Myers’ sales setup would dove- 
tail nicely with that of his own Lin- 
coln Division, which makes auto and 
farm lubricants. With aggressive 
management and savings in costs from 
consolidating sales, he suspects that 


“McNeil, Machine & Engineering Co. 
Traded over-the-counter. Recent price: 351. 
Price range (1960) : high, 4012; low, 2414. Divi- 
dend (1959): 90c. Indicated 1960 payout: $1. 
Earnings per share (1959): $2.84. Total assets 
$29.8 million. 


he can boost Myers’ profits substan- 
tially. 

The Lazy Way? A self-proclaimed 
“ignorant cuss” who attended neither 
high school nor college, Safreed has 
come a long way since he left his 
parents’ farm at 17 because, as he puts 
it, “I was so damn lazy I decided there 
must be a better way to make a liv- 
ing.” 

By 1936 he had found one in mori- 
bund, debt-laden McNeil Machine, 
control of which he and four associ- 
ates bought for $1,500 apiece. McNeil’s 
sales that year: $89,000, on which it 
lost $22,000. From that unpromising 
beginning, Safreed has brought Mc- 
Neil a long way. This year, he esti- 
mates, McNeil’s sales should run 
“somewhere close” to $45 million, on 
which its net after taxes should be 
a fat 10%. (Neither figure includes 
the newly-bought Myers.) 

For all the changes Safreed has 
engineered, it is still the rubber press- 
making McNeil Division which pro- 
duces the lion’s share of the com- 
pany’s profits. Last year it accounted 
for perhaps 40% of total company 
sales, over half of total net profit. 

Safreed expects his rubber industry 
customers to do just as well by Mc- 
Neil in the future as they have to 
date. “The rubber industry,” says he, 
“has made some perfectly fantastic 
projections of its future capital spend- 
ing needs to keep up with demand.” 
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MecNEIL’S SAFREED: 
no cycles, no complaints 


McNeil is already feeling the benefits. 
In this year’s first four months, net hit 
$1.4 million vs. $900,000 in last year’s 
like period. Right now Safreed has a 
$17-million backlog of orders for rub- 
ber presses alone, and is currently 
booking orders for mid-1961 delivery. 

Educated Eye. Along the way 
Safreed cast his educated eye at a 
number of promising side ventures 
before it encountered Myers. One is 
McNeil’s Hamlin Division, which 
makes metal stampings for the auto 
industry. Last year it showed a tiny 
loss, but is now earning at a healthy 
rate. Another is McNeil’s Cleveland 
Crane Division, which makes giant in- 
dustrial cranes, demand for which has 
recently picked up. Says Safreed: 
“There is a lot of price-cutting in 
cranes. But I’m damned if I'll book 
any business on which we can’t show 
a decent profit.” 

Right now that educated eye is 
again at work on what seems a some- 
what longer shot. Into Sun Rubber 
Co., a shut-down maker of rubber and 
vinyl toys, Safreed is putting $1 mil- 
lion to get it going again. Says he: 
“This is an old, well-thought-of com- 
pany with an exceptionally strong 
patent position. The Supreme Court 
recently upheld their basic patent in 
automated vinyl casting.” Adds he 
with a chuckle: “In return for our 
investment, we get exclusive, royalty- 
free use of their patents. I will be 
chief executive officer, so if Sun does 
not do well I'll have no one to blame 
but myself.” 

One thing is sure: neither Safreed 
nor McNeil, capital goods makers 
though they be, have anything for 
which to blame Akron’s steadily 
spending rubbermakers. 





SECRET OF THIS QUALITY FINISH is a durable plating of Nickel on the basis metal, with a thin layer of chrome on top. 


New sales appeal starts with this finish — 
brushed Nickel-Chrome Plating! 


Just one glance and you know it—this type 
of finish is modern! 

It’s one of the latest developments in 
plating—brushed Nickel-Chrome, devel- 
oped to satisfy today’s high-fashion trend. 

You'll find this popular satin finish on 
built-in oven doors . . . range tops—on 
kitchen appliances where finishes should 
be carefree. 

Brushed Nickel-Chrome is carefree 
because it’s actually durable Nickel plat- 
ing topped with a thin coating of chrome. 
Nickel plating that protects against cor- 
rosion. That resists nicks and scratches. 
That keeps appliances good looking for 
good long years. 

These are some of the reasons why more 
and more manufacturers are turning to 
quality Nickel plating—are gaining greater 
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sales appeal and market acceptance for 
their products. 

How does Inco help? In its own labora- 
tories, Inco is helping to develop new 
techniques that promise longer plating 
life, and more lustrous beauty. Factors 
that not only help sell a product, but 
also build consumer acceptance and 
preference. 

Out in the field, working with the plat- 
ing industry, Inco is helping to improve 
the quality of Nickel-Chrome Plating. And 


in national advertising, in leading publi- 
cations and on radio, Inco is also helping 
to stimulate the market for this type of 
quality plating. 

By its contributions to the development 
of better products, and markets for these 
products, Inco helps bring the benefits of 
Nickel to more and more people. It’s 
another reason why there’s “Good news 
for you in Inco Nickel.” ©1960, Ince 


The International Nickel Company, Inc. 
New York 5, N. Y. 


js, International Nickel 


The International Nickel Company, Inc., is the U.S. affiliate of The International Nickel 
Company of Canada, Limited (Inco-Canada) — producer of Inco Nickel, Copper, Cobalt, 
Iron Ore, Tellurium, Selenium, Sulfur and Platinum, Palladium and Other Precious Metals. 
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“Muscle” teams with Great Northern 32> 
crews to carry out multi-million dollar 
maintenance of way program 


Swoosh! Tons of crushed rock tumble onto a road- 
bed. Men—aided by a giant, diesel-powered “broom” 
—move in to spread and level it. Another machine 
tamps the ballast firmly in between the ties. Miles 
away, still another mechanized marvel “threads” 25 
tons of welded rail into position for a quick change- 
out. Down goes an old wooden bridge, up goes a new 
one—steel. Off goes the old paint, on goes a new 
coat—on a sign, signal or other trackside structure. 
In a modern shop new signs are readied. 

And back at the home office someone adds up the 
bill: over 40 million dollars. 

This was Great Northern’s expenditure last year 
just to maintain the tracks for its trains. In fact, our 


Lec 
WESTMINSTER, B.C. 


“shopping list”? for men, machines and materials to 
carry out this work totaled nearly a quarter of a billion 
dollars in the last five years. That’s about one of every 
five revenue dollars—nearly triple the dividends paid 
GN stockholders in the same period. 

We feel these monies have been invested wisely. 
Not just in a series of “fix-up, paint-up, clean-up” 
drives—but in a carefully planned program. A schedule 
that calls for continuous maintenance and improve- 
ment of roadbeds and trackside facilities. It’s one of 
many reasons why passengers enjoy smooth, com- 
fortable travel on Great Northern streamliners—why 
our shippers can be assured that their freight will 
receive fast, dependable and careful handling. 


Direct freight inquiries to: 





ts 
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G. D. Johnson, General 
Freight Traffic Manager; 
Passenger travel inquiries to: 
P. G. Holmes, 

Passenger Traffic Manager; 
Great Northern Railway, 

St. Paul 1, Minnesota 
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CANADA 


BECALMED 
BROKERS 


With volume dried up to a 

trickle on Toronto’s once- 

hectic stock exchange, bro- 

kers are hard put to make 
ends meet. 


Time was when Toronto’s security 
salesmen lived high. One day in 
glorious 1955, legend has it, a Bay 
Street customers’ man was juggling 
two phones. On one was a Cadillac 
dealer with whom he was discussing 
the appointments of his new dream 
chariot. On another he had a free- 
spending customer. “Just a moment,” 
he told the dealer, and booked the 
order. Moments later he was back on 
the line. “Hell,” he said, “give me 
two.” 

Hard Hit. In those days, it was easy 
come, easy go. It is so no longer. 
Where on one memorable July day in 
1958 some 15 million shares changed 
hands on the Toronto exchange, dur- 
ing last April trading fell as low as 
986,000 shares. The average daily 


BAY STREET BLUES 


“It’s murder!” groan brokers on 
Toronto's Bay Street, as they con- 
template the way trading — and 
commissions —on Toronto’s stock 
exchange, once the liveliest on the 
North American continent, has sunk 
into the doldrums. 
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turnover in May: under 1.4 million 
shares. 

Toronto’s brokers admit they are 
painfully hard hit. Volume in blue 
chips and bonds keeps some of the 
more conservative houses on fairly 
even keel. Says the senior partner in 
one such: “We are managing to make 
out, and we haven’t laid anybody off. 
But when people leave us, we gladly 
do without.” 

It is the dealers in speculatives and 
penny stocks who are bearing the 
brunt of trading losses. Most of them 
need a good string of 3 million share 
days to break even, and they are far 
from getting it. Currently, blue chip 
industrials and utilities account for 
70% of what trading there is. “Why,” 
says one broker, “I’ve heard of trad- 
ers who are trying to live on maybe 
$25 a week.” 

Brokerage firms in penny stocks 
are doing no better. Some have just 
quietly merged with more fortunate 
houses. Of those that remain, some 
are battling desperately to survive. 
Confesses one broker: “Our house 
hasn’t made any money in three 
years.” Says another: “Most of the 
insurance and carbon paper sales- 
men in Toronto are customers’ men 
trying to ride it out.” 

Hanging On. Few brokers expect to 
see really good times again for some 
time to come. Comments one: “The 
big money was in mines and oils. 
Now they are out of vogue, and these 
things don’t turn around suddenly. 
Some of the commission boys are 
hanging on, expecting a miracle. But 
it just won’t happen that way—over- 
night.” 


DEFENSE CONTRACTORS 


EARLY BIRD 


What can a company do 
when its market is being 
taken away? Northrop’s Tom 
Jones had a simple solution: 
find out where it is going 
and get there quickly. 





As THE military dollar has shifted 
steadily away from aircraft and to- 
ward missiles and electronics, air- 
frame makers have repeatedly been 
confronted with a fateful question: 
Is a shakeout imminent in the air- 
frame industry? Last fortnight, Presi- 
dent Thomas Victor Jones, boss of 
Beverly Hills’ (Calif.) Northrop 
Corp.,* offered his own answer. Said 
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ABOVE THE STORM 


Unlike other military air frame mak- 
ers, which have seen declining sales 
aoadl profits, Northrop Corp.'s net 
actually improved, then stabilized 
in the face of steadily declining 
volume. Northrop’s strategy: a quick 
switch into electronics, missiles and 
other defense items in high demand. 
150 ~ 98 
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Jones: “We have already had our 
shakeout. It’s been going on for about 
five years.” 

Changes there have certainly been. 
Back in 1955, Northrop obtained 70% 
of its sales from just one aircraft, the 
F-89 Scorpion interceptor. Today the 
company has a brand new manage- 
ment pitch, a series of strong new 
operating units, and one of the most 
promising product mixes in the de- 
fense business. Aircraft account for 
just 30% of sales, and most of this is 
in the T-38 Talon Air Force trainer, 
now on a production upgrade. The 
rest of Northrop’s volume comes from 
electronics, missiles and space projects. 

Picking Up the Gauntlet. Credit for 
this timely remodeling job goes 
largely to imaginative, youthful Tom 
Jones, who will be 40 this month. A 
native Californian and an honors 
graduate of Stanford (class of 1942), 
Jones worked as an engineer at Doug- 
las, served as a professor at the Bra- 
zilian Institute of Technology before 
joining Northrop in 1953. The next 
year, when Whitley C. Collins be- 
came president, he named Jones di- 
rector of planning. 

“We realized,” says Jones, “that the 
impact of advanced technology no 
longer permitted a defense contractor 
to supply every technical element re- 
quired in his product. We tried to 
find out what other companies were 
doing, offered them the use of our 
capabilities and sought to use their 
capabilities as we would our own.” 

At the same time Northrop was 
pushing this “team” concept, it began 
to explore ways to extend its own 
areas of strength. In April 1959, one 
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TAILORING 


Services 

to Shippers’ Needs 
is Routine with 
Coast Line! 


PROBLEM: how to help the paper industry make 
use of thousands of tons of wood chips wasted 
each year. 


SOLUTION: the industry's representatives 
teamed up with Coast Line specialists to design 
and build 200 giant open-top wood chip cars 
that carry nearly three times as many wood chips 
per carload as the old-type cars. The new cars 
help turn waste into profit for the paper indus- 
try, and enable Coast Line to serve paper manu- 
facturing customers with even greater efficiency 
than ever before. 

Working with industry to iron out special 
shipping problems is one of the best ways we 
know to compete successfully in the great new 
era of transportation now beginning. That's why 
it’s a popular custom at Coast Line. 


“Thanks for Using 


Coast Line”’ 





month before Jones became president, 
he arranged the acquisition of Page 
Communications Engineers, whose 
world-wide operation seemed to dove- 
tail with several of Northrop’s systems 
development programs. This year 
Jones has followed up with three more 
purchases: the Military Products Di- 
vision of American Radiator & Stand- 
ard Sanitary Corp., a maker of high 
precision gyroscopes and computers; 
Aero Instrument Co., a_ smallish 
manufacturer of pressure gauges and 
flow meter switches, and Acme Metal 
Molding Co., producer of metallic 
architectural shapes. 

Stretching the Margin. Northrop’s 
fiscal record hardly suggests that a 
big internal upheaval has occurred. 
By the end of fiscal 1959 (ended last 
July 31), long-term debt was up from 
zero to $15.7 million, but so was cash 
and working capital. There has been 
some dilution of earnings resulting 
from the Page acquisition, but it is 
probably well worth it. 

The striking thing is the way North- 
rop has flown against the industry 
trend to lower profits and narrower 
margins. From 1956 through 1959, 
Northrop’s sales dropped 8.5% to 
$262.9 million, but net income rose a 
mighty 47.5% to $7.3 million. Thus 
net profit per dollar of sales expanded 
from 1.5c to 2.9c. In the first nine 
months of this fiscal year, sales slid 
another 13% to $170 million, but net 
was off only nominally. The margin 
of profit: 3.lc on the sales dollar. 

Dilution, nevertheless, has left its 
mark. Recently Northrop’s net income 
has held fairly steady, but earnings 
per share dropped from $4.31 in fiscal 
1958 to $4.01 in 1959 and will prob- 
ably run about $3.90 this year. That, 
however, could well be the low point. 
Last month, in fact, one Wall Street 
brokerage firm flatly estimated that 
Northrop will earn $5 per share in 
fiscal 1961. Observed Tom Jones: “I 
don’t like to forecast earnings, but 
such a figure is certainly possible.” 


NORTHROP’S JONES: 
he flew against the trend 


Forses, suty 15, 1960 





MUNICIPAL BONDS 


TOO MUCH OF 
A GOOD THING? 


Was last month’s record sup- 
ply of municipal bonds just 
a slight case of indigestion 
or a symptom of chronic 
troubles ahead? 





Day iN and day out, the nation’s 1,800- 
odd municipal dealers offer hundreds 
of millions of dollars worth of tax- 
exempt bonds for sale simply by 
advertising them in the Blue List, a 
sort of Sears, Roebuck catalog for 
bond buyers. But one memorable day 
this month, when the total amount 
thus offered hit $447 million, worri- 
some shivers went down many a Wall 
Streeter’s back. Never before had the 
visible supply of unsold municipals 
soared as high.* 

Slow ... Then Fast. This huge stock 
of unsold bonds had been built up 
despite the fact that through the first 
five months of 1960 the amount of new 
municipal bonds coming to market 
was just $3.1 billion, 15% below the 
same point a year ago. More worri- 
some still, investor demand seemed to 
dry up last month when some whop- 
ping big new offerings (ie., a $100- 
million N.Y. State Power Authority 
issue, a $75-million State of California 
offering) came to the market, thus 
adding more stock to already pon- 
derous inventories. 

The outlook for the rest of the year 


Ass invisible supply was surely much 
“The $447~- —.' figure,” said a Blue 
kesman, “is only the amount the 

dealers advertised that ay. No one knows 
Ge omougt they held but didn’t choose to 
vertise 


is for more pressure, not less. Their 
slow start notwithstanding, experts 
expect total new tax-exempt offerings 
this year to equal last year’s record 
$7.7 billion, or perhaps exceed it. The 
key question for dealers last month 
thus was whether the glut of unsold 
bonds was just a case of temporary 
indigestion, or an early symptom of 
chronic trouble ahead. 

Yet the bond dealers last month 
were in surprisingly good spirits about 
the situation. “Merely a temporary 
thing,” said Hugh Wallace, partner in 
charge of Francis I du Pont’s mu- 
nicipal bond department. “The best 
proof,” said he, “is the very fact that 
underwriters, a clever group of men, 
are still buying new issues faster 
than they can sell them. They wouldn’t 
do that if they were worried.” Added 
he philosophically, “The more cities 
borrow, the more insatiable investor 
appetite seems to grow.” 

The Bait. So it would seem. To run 
American cities in 20th century style 
—with schools and sewers, parking 
lots and prisons—local governments 
have increased their debt loads 50% 
in the past five years alone (see chart). 
As July began, total state and mu- 
nicipal net debt*stood at about $60 
billion, a sum equivalent to one fourth 
the entire federal long-term debt. 

Yet until last month, investor ap- 
petite for tax-exempts easily matched 
that lusty pace. Big private portfolios 
and well-heeled individuals, the big- 
gest municipal buyers in recent years, 
gobbled up any amount of new offer- 
ings with scarcely a sign of strain. 

But in the face of the record glut 
last month, some bond specialists 
were beginning to wonder how long 
their appetites could hold up. Pushed 
by past neglect and the needs of a 


REBUILDING NEW YORK CITY DOCKS: 
past neglect and future growth both cost money 
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TAX-EXEMPT TREND 




















growing population, local govern- 
ments could easily increase their debt 
another 50% in the next five years. 
Harry Severson, the Bankers Trust's 
respected bond consultant, flatly pre- 
dicts that the annual volume of new 
offerings will mount from last year’s 
$7.7 billion to a full $12 billion in 1965. 

“Only a Bomb.” Bond men do not 
worry about the cities’ ability to sup- 
port such big increases in their debt 
loads. Even New York City, whose 
per capita debt has jumped from $245 
to $338 in the last five years, drew an 
“A” rating (“principal and interest re- 
garded as safe”) when it marketed 
$75 million worth of bonds last May— 
the same rating given to the City of 
Chicago, which has a net debt just 
one tenth the size of New York’s and 
a per capita debt of $139. “It would 
take an atomic bomb,” says Controller 
Lawrence Gerosa, New York City’s 
top money man, “to put us in default 
on our bonds.” 

But whether the money market can 
find buyers for all the bonds they will 
have to sell is something else again. 
Fearful that too many portfolios are 
now becoming saturated with their 
wares, municipal dealers are anxiously 
brooding about ways to broaden the 
market. Some candidly admit they 
are not keen to beat the bushes for 
smaller investors. “The smaller a 
man’s tax bracket, the less appeal tax- 
exempt bonds have,” says one dealer. 
“Besides, it takes too much time to 
educate the little guys.” 

At least one respected municipals 
expert believes the money market 
won't always be able to find buyers 
as easily as it has in the past. Said 
Bankers Trust’s Severson last month: 
“I expect the municipal market to 
choke up pretty often from now on.” 
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TRANSPORTATION 
BUSINESS, U. S. A. SE 


|| TUGS OF WAR 


Slow-but-sure: that is Ameri- 
can Commercial Barge Line’s 
way to profits even the 
newer-fangled railroads envy. 





’ UNLIKE most executives in govern- 
| | ment-regulated industries, President 
|| Floyd H. Blaske of the American 

| Commercial Barge Line Co.,* the 

| nation’s largest river carrier, does 

not resent being under Washing- 

ton’s eye. If anything, Blaske feels 

that he and other inland barge opera- 

tors have benefited from the 1940 

| legislation that put them there. “We 

| didn’t think regulation was a good 

thing at the time,’ Blaske admits. 

| “But it’s helped us—we can’t deny it.” 

Plugging the Leak. This help has 

come in the one spot where the barge- 

Ea CONTINUED IMPROVEMENT FOR 2 MONTHS OR LONGER. men are most likely to spring a leak: 

oe NO SIGNIFICANT CHANGE FROM IMMEDIATELY PRECEDING PERIODS. their ‘Hundred Years’ War” to keep 

competing railroads from cutting rates 

ee CONTINUED DECLINE FOR 2 MONTHS OR LONGER. and driving them out of business. 

wewtend ey fos. 0. ¥ Blaske’s own grandfather lost his 

: packetboats that way in the 1880s, 

BOER. —_—_— || had to go into ferryboats. “It’s the 
Map shows condition in 87 U.S. business areas, each of which is an economic unit where | | Same old war today,” says Blaske. 

changes depend on the same key factors. Shaded areas reflect decline or improvement for a There is, however, one difference: 

two-month period ending the last week of May. || these days the Government is keep- 

ing a close eye on the rail-barge wars. 


THE TOP TEN CITIES ZONE INDEXES “The water carriers,” says Blaske 
WITH THE GREATEST GAINS 








Percentage gain over last year Percentage gain from thankfully, “now have status before 


COMERS Senne Test year the Interstate Commerce Commission. 


Phoenix, Ariz (3) +11% aan | may | some | | bas ged gga Pe a ee 
New York, NY (4) +10 New England 43% | —1% | 1% | Who Needs Protection? Yet compar- 
Sacramento, Calif (2) + 9 Middle Atlantic 48 42 , | ing railroads and barge lines earnings, 
Albany, Ga Midwest gh + | one might well wonder just who needs 
Reno, Nevada . t + | +7 +3 | protection. Take American Commer- 
Columbia, SC South +3 +1 +2 cial itself: roughly 50% of its reve- 
Charleston, SC North Central +2 | | +2 nues come from 37 towboats and 627 
Cheyenne, Wyo (3) South Central 43 | 43 | barges plodding leisurely up _and 
Jacksonville, Fla Mountain 46 42 | down the Mississippi and Ohio Rivers 
Pacific ri] | and Illinois Waterway through 19 

e —_— se ct nail tie + +3 | states. In their wake they leave noth- 
Number in parentheses indicates | | ing but profit. In an only fair year, 
how many months city has NATIONAL INDEX | | American Commercial earns 10.7% on 
been continuously in column. | | its stockholders’ equity and brings 
12% of every revenue dollar down to 
NEXT ISSUE: pretax profits, a margin far better 
Akron’s Bounciest Tiremaker, Mixing financial finesse with marketing mus- than most railroads had truckers show. 
cle, Goodyear Tire & Rubber under resilient Eddie Thomas is visibly pulling Last year American Commercial 
away from its rivals. For the whys and wherefores, see ForBES next issue. Barge did even better, increasing rev- 
__.., Forms, 70 Fifth Avenue, New York 11, N-Y. F-1202 | | $PAer sa = oy gh = 

| y RBESS Please send me Forses for the period checked: share). That kept its profit margin at 

' 0 1 Year $7.50 (0 2 Years $12.00 (C0 3 Years $15.00 12%, boosted return on equity to 

C2 Enclosed is remittance of $... ([] I will pay when billed 11.5%. In this year’s first quarter it 

extended these gains, boosting profits 
another 8.2% to $947,670 (or 6lc a 
share). “Our fortunes naturally are 





*American Commercial Barge Line Co. 
‘ ice: 1749. Price range 


1960): high, H ’ 
Single copy 50c Pan American and Foreign $4 a year additional. > : $1. Earni per 
share (1959): $2.02. its: .7 mil- 
lion. Ticker symbol: ABR. 
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NATIONAL STEEL 


Tin plate is a product that combines 
stability with growth. The economic barom- 
eter may read high or low, but people still 
eat. So the demand for tin cans is relatively 
stable. Furthermore, growth in demand 
regularly exceeds population growth because 
of the steady rise in per capita use of canned 
foods . . . and because of the many, many 
non-food products—old and new—that 
are increasingly packaged in tin plate. 

Tin plate has long been a key product of 
National Steel. It is the product on which 
the business of our Weirton Steel division 
was built at its start 55 years ago. It is still 


the most important product in Weirton’s 
now varied line. 

We have pioneered improvements in tin 
plate; have steadily increased tin plate 
capacity; have become one of the world’s 
largest tin plate producers. 

Now we are taking a long step to even 
further growth. As part of our $300,000,000 
corporation-wide expansion program, we 
are building an entirely new steel finishing 
plant in the Chicago area to be operated 
by our Midwest Steel division. It will be 
completed in the second quarter of 1961. 
Here again, tin plate will be a major product 


from this new source of supply in the heart 
of fast-growing mid-America. 


Other parts of this great expansion program 
are underway at our Great Lakes Steel 
Corporation in Detroit and at our Weirton 
Steel division at Weirton, West Virginia. 
The program’s objectives: to supply our 
customers with the last word in quality and 
service . . . to win still more of that happy 
combination of stability with growth. 


This STEELMARK of the American 
steel industry teils you a product is 
steel-made, steel-modern and steel- 
strong. Look for it when you buy. 


NATIONAL STEEL CORPORATION, GRANT BUILDING, PITTSBURGH, PA. Major divisions: Great Lakes Steel Corporation * Weirton Steel Company 
Midwest Steel Corporation * Stran-Steel Corporation * Enamelstrip Corporation * The Hanna Furnace Corporation + National Steel Products Company 
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t is neith phys to sell nor a solicitation of an offer to buy these securities. 
The o; is made only by the Prospectus. 


$50,000,000 
Montgomery Ward Credit Corporation 


442% Debentures, 1980 Series 
Due July 1, 1980 


Interest payable semi-annually on January 1 and July 1. 
Not redeemable prior to July 1, 1968. 


Price 99%2% and Accrued Interest 


Copies of the Prospectus may be obtained in any State only from such of the several Under- 
writers, including the undersigned, as may lawfully offer the securities in such State 


Lehman Brothers 
Blyth €¥ Co., Inc. The First Boston Corporation 
Eastman Dillon, Union Securities & Co. Glore, Forgan €% Co. 
Harriman Ripley€?Co. Kidder,Peabody€?’Co. Lazard Fréres€#Co. 


Incorporated 


Carl M.Loeb, Rhoades€’ Co. Merrill Lynch, Pierce, Fenner €&? Smith 


Incorporated 


Smith, Barney €% Co. Stone €? Webster Securities Corporation 
White, Weld €% Co. Dean Witter €% Co. 


June 28, 1960 











IN EVERY 
MAJOR 
INDUSTRY 


Basic energy... liquids, gases 
or steam... whatever the form, 
industry demands extremely ac- 
curate control for modern auto- 
mation technology. 


For three quarters of a century 
Fisher’s policy of “‘a step ahead” 
of current requirements has 
been responsible for the univer- 
sal acceptance of Fisher pressure 
and liquid level controls by en- 
gineers in every field of industry. 


FISHER GOVERNOR COMPANY 
Marshalltown, towa 
Plants in Conede, Argentine, England, Australie 








closely tied to those of industry gen- 
erally,” observes Treasurer E.R. Clark, 
“but the third and fourth quarters 
should be just as good for us.” 
Secrets of Success. How can Ameri- 
can’s slowpoke barges not only com- 
pete against the trains and trucks, but 


| out-earn them as well? Railmen 


charge that it is because the barge 
fleets sail merrily along waterways 
that are both free and maintained by 
the Government. In contrast, rail- 
roads spend millions on maintaining 
their land-locked rights of way. 

But there is another more basic 
economic reason. Behind just one 
towboat Blaske can hook up 30 barges 
hauling in as much freight (40,000 
tons) as 750 railroad cars. It may 
move slowly, but it moves cheaply. 
“Hooking on another barge or two,” 
explains Clark, “involves hardly any 
extra cost.” That being so, the barge- 
men’s labor and capital costs are both 
always at the low-water mark. One 
tugman, for example, moves three 
times as many ton miles of freight as 
one railroader. The barge itself is 
also more efficient, can carry five 
times its own weight while a railroad 
car can carry only twice its weight. 

Paddling Along. Even though the 
economic currents are running all his 
way, however, Blaske has been doing 
some paddling of his own. A long- 
time riverman whose family-held 
barge business was merged into 
American Commercial in 1956, Blaske 
has played a big part in moving 
American Commercial farther onto 
dry land. Last year the barger 
acquired Western Auto Transports, 
which hauls new cars by tractor- 
trailer from Detroit to the Wesi. 
American Commercial already had a 
similar system, but now can carry 
cars out to the Pacific Coast. 

But the backbone of American 
Commercial business is still the river. 
Over it Blaske’s tugs tow iron, steel 
and manufactured products from 
Chicago down to New Orleans, and 


| return upriver with scrap iron, alu- 
| minum and sugar. Recently, substan- 


tial amounts of Venezuelan iron ore 
bound for steel mills in Chicago and 
St. Louis have been added to this 
traffic—a new business. 

Dangerous Eddy? As he looks down 
the river these days, Floyd Blaske 
can see only one dangerous eddy. Un- 
able to lick the bargers, Illinois Cen- 
tral Railroad recently decided to join 
them, and moved to buy big John I. 
Hay Co., a barge line in direct com- 
petition with American Commercial. 
Blaske regards that as unfair com- 
petition, but Illinois Central’s Presi- 
dent Wayne A. Johnston does not 
agree. “Unfair competition?” snorts 
he. “That’s our complaint.” 
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The FORBES index 


five 
1. How much ere we producing? (FRE p 
2. How many people ere working 
ment) 





Solid line is computed weekly end monthly, gives eque! weigh! to 





3. How i ively ere we 
nm menufecture) 





4. Are people spending or seving? (FRB department store sales) 
5. How much money is circulating? (FRE bonk debits, 141 key 


4 and 5 are adjusted for valve of the dollar (1947-49 
variation 


=} fectors 1, 4 and 5 for 


© 
figures for 
revision. & 


May June = Iuly 


166.0 
119.2 
101.5 
134.2 
165.9 
137.4 


166.0 
119.8 
102.0 
134.2 
162.6 
136.9 


163.0 
120.2 
101.0 
139.0 
169.6 
138.6 


seasone! 

figure and may necessarily 
Meee bt hy fee 
components, oll of which ore subject 


Aug. Sept Oct 


157.0 
118.9 
101.5 
138.0 
166.7 
136.4 


157.0 
119.3 
101.0 
131.1 
162.2 
134.1 


154.0 
118.9 
101.0 
132.8 
164.1 
134.2 


115 


Jan. Feb. March April May 
(prelim.) 
167.0 
121.3 
99.8 
129.2 
179.2 


139.3 


168.0 
120.9 
101.0 
133.3 
165.3 
137.7 


166.0 
121.0 

99.8 
127.9 
171.5 
137.2 


165.0 
120.7 

99.5 
129.2 
172.2 
137.3 


165.0 
121.4 
98.7 
142.0 
166.4 
138.7 





THE MARKET OUTLOOK 


by SIDNEY B. LURIE 


The Fashionable View 


Up to now, it’s been fashionable to 
speculate primarily in the industries 
and companies which possess what 
this column has called “positive dy- 
namics.” This concentrated approach 
has been highly profitable, for the 
success story candidates are bright 
stars in a neither boom nor bust econ- 
omy. In effect, more people have been 
buying fewer stocks. 

But styles in speculation can and do 
change, particularly if a better over- 
all background is coming into being. 
This would mean two things: 1) More 
competition for the security dollar 
than has existed up to now when 
there, in effect, has been a scarcity 
value to some small companies with 
big prospects. 2) If the internal mar- 
ket competition is greater, a finer 
screen will be applied to the com- 
panies representing new technologies, 
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and some errors 
of omission and 
commission un- 
doubtedly will be 
found. 

No question 
about it, we’re still 
living in a scien- 
tific revolution, and there will be 
widespread interest in the companies 
and industries with really outstanding 
prospects independent of the broader 
business cycle. But it’s been a little 
too easy to paint the future with a 
broad brush and, in the process, some 
companies have been mistakenly 
labeled. Further, little or no recogni- 
tion has been given to the fact that 
there can be temporary troubles even 
in Paradise. 

Obviously, this is not meant to be a 
blanket indictment of growth stocks 


as such. Rather, it’s intended as a 
word of caution to the “Johnny-come- 
latelys,” for the bubble in some of 
today’s high flyers can be pricked 
quite suddenly. It’s not that growth 
stocks as such are statistically vulner- 
able; there’s no formula which can be 
used to prove or disprove a “proper” 
market price. Growth stocks always 
have been and always will be statisti- 
cally high. But the label has been 
applied a little too freely in past 
months, and it doesn’t require much 
of a change in the environment to 
calm down today’s multipliers. Fur- 
thermore, if there is a change in issue 
emphasis, it could result in “air pock- 
ets” in some of the small companies 
which have been a speculative happy 
hunting ground in the past few 
months. This is probably where the 
greatest area of vulrierability lies. 
Allied Radio Corp. is one of the 
notable exceptions to this generaliza- 
tion. It is the world’s largest distrib- 
utor of electronic parts and high fidel- 
ity components and its stock sells 
around 21 over-the-counter and pays 
32c plus stock. Sales have more than 
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How's your "I.Q."? 


In our business, “I.Q.” means Investment Quotient. 

To get it, you divide your over-all objectives by the securities 
that make up your holdings—look at the stocks you own in the 
cold light of current facts, the latest information. 

And for most people that’s not too easy. Because it’s always 
difficult to be objective about your own decisions—always hard to 


be your own best critic. 


Maybe that’s why so many investors find our Research Depart- 


ment so helpful. 


It’s completely divorced from our sales staff—has nothing but 


service to offer investors. 


Its only job is to analyze individual holdings as objectively as 
possible—point out strong and weak points of stocks you already 


own—or any you're thinking of buying. 


If you'd like an unbiased estimate of your own “I.Q.” why not 


ask us? 


Whether you’re a customer or not, we'll be glad to analyze your 
personal holdings, tell you what we think of your present invest- 
ment program—or plan one to suit your needs and objectives. 

There’s no charge for these services, of course. If you think they 


can help you, just write— 


Josern C. QuINN 


Merrill Lynch, Pierce, Fenner & Smith Inc. 


Members New York Stock Exchange and all other Principal Exchanges 
70 PINE STREET, NEW YORK 5, N. Y. 
131 offices bere and abroad 








ONE OF NEW YORK’S 
FINER HOTELS 


On the city’s most famous 
thoroughfare, 5th Avenue in 

lusive Washingt Square. 
Spacious single rooms from $10 
daily. With air-conditioning from 
$12-$14. Lavish 2 & 3 room apart- 
ments with serving pantries. 
Television available. 


SPECIAL RATES 
on a monthly 
basis. Additional 
substantial 
savings, on 
unfurnished and 
furnished 
apartments 

on lease. 


Write for descriptive brochure 
N. Scheinman, Managing Director 














BOSTON EDISON 
COMPANY 


Preferred Dividend 

A quarterly dividend of $1.06 
per share has been declared 
payable on the first day of 
August, 1960 to stockholders of 
record at the close of business on 
July 8, 1960 of the Company's 
Cumulative Preferred Stock, 
4.257% Series. 


Preferred Dividend 

A quarterly dividend of $1.19 
per share has been declared 
payable on the first day of 
August, 1960 to stockholders of 
record at the close of business on 
July 8, 1960 of the Company’s 
Cumulative Preferred Stock, 
4.78% Series. 


Common Dividend No. 285 
A quarterly dividend of 75 cents 
per share on the Common Stock 
of the Company has been de- 
clared payable on the first 
day of August 1960 to stock- 
holders of record at the close of 
business on July 8, 1960. 

Checks will be mailed from 
Old Colony Trust Company, 
Boston, 


ALBERT C. McMENIMEN 
Treasurer 


Boston, June 27, 1960 











| doubled since 1955 and earnings will 


have almost tripled to about $1.25 per 
share for the fiscal year ending this 
month. Obviously, the potential is not 
as great as that of a prime parts 
manufacturer who develops an im- 
portant new product. But, conversely, 


| the risks of technological obsolescence 


| are less. Furthermore, the growing 
| use of electronic controls in industry 
; Means a special stimulus to this divi- 


sion of the business, now the source 
of close to 30% of total sales. The 
fiscal 1960-61 outlook is excellent. 

To put it in a word, Allied Radio 
is a very interesting company in a 
rather unique kind of business. The 
company’s growth has paralleled that 
of the electronics industry as a whole. 
The important consideration is that 
the business is getting away from the 
hi-fi and ham radio area, not that 
these require any apology. The grow- 
ing use of electronic controls in in- 
dustry spells the need for a whole- 
saler who can supply an individual 
plant’s requirements. Close to half 
the company’s business has been 
via mail orders (about one quarter 
through its own stores in the Chicago 
area) and the balance is in the fast 
growing industrial market. 


Pantasote, around 8, appears to be 
an interesting capital gains specula- 


| tion in the plastics business. The 
| company is a manufacturer of poly- 


vinyl chloride film and resins. The 


| former is sold to manufacturers of 


shower curtains, inflatable toys, rain- 


coats, etc., while the latter is used in 
| the company’s film making and is 
| sold to other firms, largely cable and 
| wire makers. A new plant which will 


triple the company’s present resin 
producing capacity will be completed 
in September and will enable the 
company to enter other plastic mar- 
kets as well as supply its own ex- 
panding requirements. 

Interestingly, the company is de- 
veloping two new products that could 
have great promise. One is the use 
of a light gauge film to cover acousti- 
cal ceiling tile (which otherwise dis- 
colors and has to be painted). The 
other is a plastic tray for packaging 
of candies and cookies which now 
cannot be done automatically. Rela- 
tive to the foregoing, sales next year 
could be in the $15-$17 million area 
as compared with an estimated $10- 
$11 million this year and $8.6 million 
in 1959. Obviously, the potential as- 


| sumes maintenance of generally fa- 
| vorable economic conditions. But if 


it is realized, next year’s profits could 


| be $1.25 per share. Due to new plant 
| break-in costs, etc., it’s difficult to 
| estimate 1960 profits. Last year, when 
| it had the benefit of a tax-loss carry- 


| 
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OIL STOCKS 


Abandon hope—or buy more now? 


The market has turned its back on the oil stocks 
—and rather indiscriminately. 


In the face of waning hopes for individual 
issues, the newest Value Line analysis of petro- 
leum stocks finds 10 to be well-deflated—their prices 
standing well below normal values—indicating the 
probability of relatively strong price performance 
during the coming year and potentiality for further 
appreciation over the next 3 to 5 years! 


Each of these 10 stocks now carries the Value 
Line’s Group I (Highest) Rank for Probable Market 
Performance in the next 12 months—and no less 
than 9 of the oil stocks rank equally high for 
Appreciation Potentiality to 1963-65. 


As for the rest—careful! Recent developments 
have indeed conformed to the probabilities forecast 


in the Value Line Fortnightly Commentary of Janu- — 


ary 12, 1959. In this analysis the maladjustments in 
the petroleum industry were found to be of such a 
fundamental character as in all probability to in- 
fluence the operating trends in the oil industry for 
several years to come. The situation has developed 
almost exactly as then foreseen and probably will 
continue to do so. A copy of this still-timely analysis 
of the petroleum industry, together with the new 
report mentioned above, will be sent to you as part 
of a special offer. 


SPECIAL GUEST SUBSCRIPTION 


To inform your judgment as to the best values among 
oil stocks at this time, we invite you to accept the special 
$5 offer described below. It will include, without charge, 
the new 92-page Petroleum Edition of the Value Line 
Survey with full-page reports on each of the 80 major 
Petroleum and Natural Gas stocks—each report includ- 
ing objective, mathematically derived Rankings, for 
Probable Market Performance in the Next 12 Months, 
for Appreciation Potentiality over a 3-5-year pull, for 
Yield Expectancy in the next 12 months and for Quality- 
Grade. Among the stocks reported upon: 


Atlantic Refining 
Cities Service 
Gulf Oil 

Imperial Oil 
Phillips Petroleum 
Pure Oil Canadian Oil 
Royal Dutch Continental Oil 
Shell Oil Getty 

Sinclair Oil Richfield 
Socony Mobil Oil Sun Oil 
Standard Oil (Cal.) Sunray 


Standard Oil (N.J.) 
Union Oil 
Tidewater 

Texaco 

Amerada 


Under this offer, you will also receive—by return 
mail and without extra charge—a copy of the 
Fortnightly Commentary of January 12, 1959, 
forecasting the problems of the Oil Industry 
which are now beginning to take shape, a copy of 
the Value Line’s new long-range study “Investment 
Opportunities in the New Space Age”—together with 
the latest Value Line Summary of Advices on 1000 
Major Stocks and 50 Special Situations, with Value 
Line’s objective measurements of Intrinsic Value, 
Quality, Yield and Appreciation Potentiality. And 
for only $5 (less than half the regular pro rata fee) 
you will receive (a) the next 4 weekly editions of the 
Value Line Survey with full page reports on each of 
300 stocks, (b) a new Special Situation Recommen- 
dation, (c) 4 “Especially Recommended Stock-of-the- 
Week” Reports, (d) Business and Stock Market 
Prospects (weekly), (e) List of Best Stocks to Buy 
and Hold Now (weekly), (f) The Value Line Business 
Forecaster (weekly), (g) Weekly Supplements, (h) 
and 4 weekly Summary-Indexes including all changes 
in Rankings to date of publication. (In contrast to 
this $5 offer, the annual subscription rate is $144.) 





ALSO FREE with this offer: Arnold Bernhard’s new 
book (regular $3.95 clothbound edition) — 


“THE EVALUATION OF COMMON STOCKS" 


In this lucid book the research director of the Value Line 
Survey explains the principles behind Value Line’s methods 

. . why stocks are not always worth what they sell for 
how they are sometimes carried too high, sometimes too low 
by mass excitement .. . how to project the normal value of 
stocks into the future. 











Te take advantage of this Special Offer, 
fill out and mail coupon below 


Name_ 
Address 


Cite he idl: é Zone __ State. 


Send $5 to Dept. FB-157 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by 
ARNOLD BERNHARD € Co., Ine. 
Value Line Survey Building 
5 E. 44th Street, N. Y. C. 17 
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NEW BOOK explaining: 


INDUSTRIAL 
OPPORTUNITIES 


Treasure Chest Land 


the UTAH, IDAHO, 
COLORADO, WYO- BBE) 
POWER 








MING area so rich 
in natural resources. 
Write for FREE COPY 6 LIGHT 
Box 899, Dept. N Cp 
Salt Lake City 10, Utah 

Inquiries held in strict confidence. 


DYNAMIC 
PORTFOLIO 
INSURES 
LONG-TERM 
PROFIT 


BABSON’S, the Country’s oldest and 
most experienced Personal Invest- 
ment Advisory Service, shows how 
you can profit regardless of whether 
the market goes UP or DOWN. 


Thousands of regular Babson cli- 
ents all over the world are now using 
our balanced plan with confidence. 


A new sample portfolio of 18 se- 
lected securities designed to acquaint 
you with the Babson System is yours 
for only $1.00. 


In addition to this Dynamic Port- 
folio, you will receive: 


e 4 Strong Growth Stocks 

e 4 High-income Stocks 

@ 2 Promising Speculations 

e 10 Stocks to Replace 

© 3 Special Reports 
“Aluminum Industry” 


“Drug Industry” 
“Opportunities in Bonds” 


BONUS FOR PROMPTNESS 


If you reply promptly, you will also 
get our timely report on the Soft 
Drink Industry, with our “best buy” 
selection in this promising stock 
group. 


MAIL $1.00 WITH THIS AD 
' TODAY. 


Write Dept. F-I11 


BABSON’S REPORTS INC. 
Wellesley Hills 81, Mass. 














| META ORTT | 


MARKET COMMENT 


by L. O. HOOPER 


Mid-Summer Suggestions 


Stocks usually advance during the 
summer, even in “bad” years. Fur- 
thermore, in an average Presidential 
election year, stocks have done bet- 
ter after the conventions than before 
and have acted well during the cam- 
paign. Judge for yourself what this 
precedent is worth. 

This is, and probably will continue 
to be, a market of particulars rather 
than of generalities. Emphatically, 
it is not a market of uniform trends. 
Not all the glamour stocks are going 
up, and some of the conventional 
issues continue to do well; but on 
balance, for a long time, the glamour 


| stocks have been doing better than 
| the conventional issues. 


If you want to get value you should 
stick to the conventional stocks. 
Many people have been getting re- 
sults quickly, however, by avoiding 
the conventional issues and concen- 
trating on the equities where imagi- 
nation is running riot. 

Fundamentally, this is not the same 
market we had in the 1946-57 period. 
In those former years there was more 
inflation and the economy was grow- 
ing much faster than it is now. The 
glamour was in the good quality 
seasoned equities of large proved 
companies. Aggregate corporation 
earnings were increasing instead of 
remaining static as at present and, 
most important of all, price/earnings 
ratios were rising much, much faster 
than earnings. The stock market is 
not as vigorous as it was in the first 
ten or 12 years following World War 
II. Then most stocks, unless they 
represented “problem” companies, 
were going up. Now we have as 
many stocks going down or standing 
still as are going up. 

The analyst has to work harder to 
make good suggestions. Even then, 
his percentage of “ten-strikes” is 
lower. The investor in the 1946-57 
period obtained good results by be- 
ing intelligent, by knowing what he 
was doing. Recently the speculator 
has been doing well by being lucky 
and following a vogue. The proba- 
bility of losing money, by staying 
with this vogue and by following 
cheap tips based on little supporting 
data, is increasing daily. But living 
dangerously is lots of fun so long as 
it is profitable! 

I am of the opinion that we can 
have quite a correction in these 
glamour stocks without the conven- 
tional stocks being hurt too much, 
and that this is a time, even for the 
speculator to put less emphasis 


on glamour and 
more emphasis on 
value. Some of 
my suggestions 
won't appeal to 
the fellow who 
has been making 
money in Ampex, 
Texas Instruments, Universal Match, 
Polaroid and stocks of their type. Re- 
member, however, that some of my 
unglamourous ideas have not been 
too bad: International Telephone, 
O.M. Scott, Holiday Inns, Woolworth, 
Singer Mfg., Diamond National, Gen- 
eral Railway Signal, etc. Nor have 
I been entirely out in the cold on 
glamour issues such as Brunswick, 
Universal Match, American Research 
& Development, Marquardt and 
Thompson Ramo. 

Pittsburgh Plate Glass (64), pay- 
ing $2.20 and earning $5 a share or 
more, looks unpopular enough to 
buy. This stock has paid dividends 
every year since 1899. It sold as high 
as 91% in 1959, 81 in 1958, 855 in 
1957, 964% in 1956 and 92% in 1955. 
It has not sold below 59 since 1954. 
Earnings were $6.26 a share in 1955, 
$5.62 in 1956, $5.86 in 1957, $3.24 in 
1958 and $4.36 in 1959. Profits in 
1958 and 1959 were hurt by a long 
strike which is believed to have cor- 
rected a festering labor situation. 

Since 1954, sales have averaged al- 
most $600 million per annum. Last 
year 40% of sales came frorn flat 
glass, 19% from paint, 22% from 
chemicals, 9% from miscellaneous 
building products, 4% from fiber 
glass and the rest from miscellaneous 
sources including brushes and jobbed 
glass. Management is planning ag- 
gressive expansion into the dynamic 
fiber glass industry and the company 
may be the second largest factor in 
this product in a few years. It is be- 
lieved that the dividend may be in- 
creased before the end of 1960. 

American Metal Climax, Inc. (24) 
is down from a high of 34% last year. 
It pays $1.20, and the dividend prob- 
ably will be increased. Thanks to a 
heavy demand for molybdenum (of 
which it is the world’s largest pro- 
ducer) and to expectations of mod- 
erately larger dividends from African 
copper subsidiaries, earnings this 
year should considerably exceed the 
$2.15 a share reported for 1959. 
There’s glamour here too, since last 
year the company produced 62% of 
the free world’s supply of molyb- 
denum, which, because of its heat 

(CONTINUED ON PAGE 54) 
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AT LAST! The Full Story of the Amazing Investment Techniques 


of This Famous Dancer Who Trained Himself to Become One of the 
Most Successful Investors in Stock Market History 


How | MADE 92,000,000 


IN THE STOCK MARKE 


$2.000,000 . . . “just that second income.” 


Who is Nicolas Darvas? No, he is not a professional, trading on inside information or devofing 
full time to stocks. As TIME Magazine said, “Dancing is his business; the stock market is just 


that second income.”—just as it is for most of us. 


Yet this man who started as a complete be- 

? ginner—who could give far less time to his 
investments than most of us—made himself 
a multi-millionaire by his unique invest- 
ment methods that worked regardless of 
whether the market rose or fell. 


Mr. Darvas’ fantastic profits and methods were 
featured in Time in a lengthy article that 
created a near-sensation. Now Darvas tells 
the stock-by-stock story of how this $2,000,000 
stock market profit was made possible and 
shows exactly how you can start profiting from 
the first day. 


You'll be fascinated by Darvas’ introduction 
to the market when a Toronto nightclub owner 
got him into a Canadian mining stock called 
Britunp. It made Darvas over $8,000 and 
started a wild period of penny stock gambling 
that lost $5000. 

Then Darvas got smart, so he thought (and 
we think you'll recognize some of your friends, 
here). He went to a New York broker, began 
investing in “solid” stocks, subscribed to serv- 
ices .. . The result? a loss of $9069.18. 





But this money was not wasted—for Dar- 
vas finally developed the methods that 
were to make him a millionaire several 
times over. He also discovered a great and 
simple truth every investor should keep 


could get out for $98 if you lost your bet, 
wouldn’t you call that good odds?” 











At this point Darvas made a 2-year world 
tour. All his stock transactions were carried on 
by cable from Hong Kong, Calcutta, Tokyo— 
as Darvas’ method enabled him to spotlight 
LoriLtarD, Bruce, Universal CONTROLS, 
TwHioKoL and other stocks. Here you see every 
important transaction—and read for the first 
time— 

«+. The unique Darvas “Box” method for pick- 
ing the right stocks and the right time to 
buy them— 


...How to use the Darvas “trailing stop-loss 
insurance”— 


~.+~- What was written on the card Darvas carried 
as he walked the streets of Paris all night— 
the card that kept him from following his 
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brokers’ advice to pet out of THIOKOL with 
over $250,000 profit. (When Darvas did sell, 
his profit had reached almost $900,000)— 


. ++ How Darvas almost lost his first half-million 
in profits because he went to a broker's 
office— 

.+. The advice Darvas gave in Bangkok to the 
head of a big shipping company—advice that 
would have made this executive almost $3 
million. 


Never before has any private individual re- 
vealed his financial dealings so completely and 
openly—actual stocks, dates, profits and losses, 
and above all, the specific investment methods 
which finally brought him an astonishing profit 
of over $2,000,000 in 18 months. 


Extraordinary Free Invitation 


All we can say is, * 

not see a free examination 
copy yourself without risk- 
ing a cent?” Mail the no- 
risk conga below and_ see 
how the Darvas method may 
make a fortune for you, too. | 
If you are not completely 
convinced, simply return the 
book in two weeks and pay 
nothing. Only if you keep 
the book need you remit the 
low price of only $4.95. You 
have nothing to lose—and 
much to gain. Mail your 
coupon today for your free 
examination copy. 


NICOLAS 
DARVAS 


LATE BULLETIN 


and unique free offer 


News of Mr. Darvas’ extraordinary 
investment profits has created so much 
advance interest in his book that the 
Council has had to print the incredible 
total of 75,000 copies before publica- 
tion. The one point about this book 
which makes it completely different is 
that Nicolas Darvas is one author who 
actually is a millionaire several times 
over — and he made those millions 
solely from the stock market while 
earning his living in another demand- 
ing profession. 

We believe Mr. Darvas’ astonish- 
ingly simple and logical methods may 
easily bring you substantial stock 
market gains, whether you are a vet- 

eran investor or a begin- 
mer, as Mr. Darvas was. 
These are incredibly bold 
statements—but Mr. Dar- 
vas’ story and methods 
are completely docu- 
mented—and tests have 
shown them to be so ef- 
fective that we have no 
hesitation in sending you 
a free examination copy 
under the unprecedented 
GUARANTEE shown 
below. 


only $4.95 


AMERICAN RESEARCH 
COUNCIL 
Larchmont, New York 








Mail Your 


Coupon today! 


frrrtrriti rir rir aaa ae 


YOUR FREE EXAMINATION PRIVILEGES 


To Your Bookseller. or 


AMERICAN RESEARCH COUNCIL obept. F.23 
Larchmont, New York 


Yes, send me a free examination copy of HOW | MADE 
$2,000,000 IN THE STOCK MARKET, by Nicolas Darvas. | am 
free to read it two weeks and return it without obligation, or 
else keep it and remit only $4.95 (plus shipping charges) in 
full payment. 


Please print 


Zone State 


Spat Dave 0 ee ree See S65) eae ent ene eal» 
ping charges. refund guarantee. 
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. Mail this ad, name, 
dress, and $1 today to Dept. P-57. 
DANFORTH-EPPLY 
CORPORATION 
— Investment Advisors — 
WELLESLEY HILLS 81, MASS. 





162a0 CONSECUTIVE 
QUARTERLY DIVIDEND 


The Board of Directors of 
International Business 
Machines Corporation has 
today declared a quarterly 
cash dividend of $.75 per 
share, payable September 
10, 1960, to stockholders of 
record at the close of busi- 
ness on August 10, 1960. 


Cc. V. BOULTON, 
Treasurer 


590 Madison Avenue 
New York 22, N. Y. 
June 28, 1960 


IBM. 


INTERNATIONAL BUSINESS MACHINES CORP. 














We factually measure the effect of 


in the Stock Market! 


Send $1 for latest Report F or 


for month’s 
trial 


LOWRY’S REPORTS, Inc. 
Established 1938 
250 PARK AVE., NEW YORK 17. N. Y. 











premature, 
| speculate on the outcome of the No- 
| vember election. Investment pref- 
| erence for one industry or another is 
| not likely to undergo a sudden change 
| for political reasons. It is still more 





STOCK ANALYSIS 


by HEINZ H. BIEL 


Politics and the Market 


Wrirnin a few days the final line-up 
for the presidential election will be 
known and for the next several 


| months the newspapers and the air 
| waves will be filled with campaign 


oratory and promises. Since neither 
party is strong enough to win without 


| the so-called independent voter, those 


who vote for a candidate rather than 
a party, there is little likelihood of 
extremism during the campaign. 

For the investor the question arises 
whether it makes a material differ- 
ence, at this early stage of the cam- 
paign, who will be our next President. 
It is customary to brand the Demo- 
crats as liberals and the Republicans 
as conservatives, yet we all know that 


| some Democratic members of Con- 
| gress are not only conservative but 
| outright reactionary, while some Re- 
| publicans are in the forefront of pro- 


gressive liberalism. Labels are not 


| too meaningful, and we will not know 
| the true course of policy of the next 


Administration until the new Presi- 
dent has been in office for some time. 

One must not jump to conclusions 
and take it for granted, for example, 
that the Democrats will fire Federal 
Reserve Chairman McChesney Martin, 
reinstate an easy credit policy and 
thus rekindle monetary inflation. Con- 
ceivably the Republican nominee 


| might want to do the same thing. 


Both, however, will find that prob- 


| lems in actuality are more complex, 
| and that it is a lot easier to find fault 
| with present policies than to devise 
| and execute better ones. There is, for 
| instance, no simple, and _ politically 
| and socially feasible, way to acceler- 
| ate our rate of economic growth to 
| match that of Soviet Russia. 


In any event, at this stage it seems 
if not unnecessary, to 


important to attempt to gauge the 


| state and trend of the economy, re- 
| late it to the prevailing condition and 


# nat Soe C2 St | level of the stock market, and to 


select individual stocks which are 
suitable for specific purposes and 


| comparatively more attractive than 


others. 

On an over-all basis business has 
been good in the first half of the year, 
but it has not been booming. It also 
has been rather spotty as will become 
evident, quite painfully in some cases, 
when second-quarter earnings reports 


are released in 

the weeks ahead. 

No _ appreciable 

change is indicat- 

ed for the next 

several months. 

Some indices have 

shown a tendency 

to sag, which has led the Federal Re- 
serve to reduce the rediscount rate 
from 4% to 3%% (while Germany 
and Great Britain raised theirs by one 
full per cent!). The unusually early 
introduction of the 1961 automobile 
models, however, may provide a stim- 
ulus, resulting in favorable compari- 
sons for September and October 
against last year’s strike-affected in- 
dices. 

The gap between the favored 
groups and the multitude of poorly 
performing industrial and railroad 
stocks continues to widen. It is doubt- 
ful whether the summer rally which, 
as this column is being written, al- 
ready looks quite anemic would great- 
ly change this pattern. Stocks once 
favored for investment are becoming 
less and less attractive as prices ad- 
vance. It goes without saying that a 
stock like Singer Mfg., about to be 
listed on the New York Stock Ex- 
change, has much less appeal at 70 
than at 52 where it sold only about 
six months ago. 

F.W. Woolworth (72), like Singer, 
has had a most mediocre postwar rec- 
ord with stagnant profits in face of in- 
creasing sales. Despite sharply rising 
dividend receipts from its British and 
German subsidiaries, earnings are 
still below the level of the late Forties, 
and the dividend rate has remained 
unchanged since 1947. 

However, the huge capital invest- 
ments of recent years ($185 million in 
the past five) seemingly are beginning 
to bear fruit with both sales and oper- 
ating profits reaching a new record 
high last year. Meanwhile the 52%- 
owned British subsidiary and the 
almost wholly-owned German com- 
pany are becoming increasingly im- 
portant, contributing over 40% of 
fully consolidated earnings. This 
year’s net income is estimated at about 
$4.35 a share, but if undistributed for- 
eign profits are included, earnings 
could reach $5.50 a share. If this esti- 
mate can be attained, the dividend 
rate may finally be raised. 

It should also be noted that Wool- 
worth’s stake in the British company 
has a market value of $680 million, 
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THE “HOW” AND 
“WHY” OF 


FORBES SECURITIES 


MANAGEMENT 








Today, careful investors must analyze a great 
mass of financial data to obtain the minimum 
degree of knowledge necessary to hold sound 


investments and to make new commitments. . 


As a result, those not having access to this in- 
tensive research sometimes find themselves 
with a badly unbalanced list of securities. Be- 
cause of the uncertainties in today’s volatile 
market, they may completely overlook attrac- 
tive new investment opportunities or fail to 
take profits at the proper time. 


The responsibilities of money management are 
further complicated by the fact that in many 
cases you HAVE NO WAY OF KNOWING 
WHETHER YOU ARE ACTING ON THE 
VERY LATEST INFORMATION! 


It is for the investor with a portfolio valued 
at $50,000 or more, who does not have the time 
nor the necessary experience to cope with the 


SEND FOR BOOKLET—NO OBLIGATION 


Forbes Securities Management Inc. 
70 Fifth Avenue, New York 11, N. Y. 


Dear Mr. Parrott: 


I would like to learn more about the services of Forses 


complex problems of money management, that 
FORBES SECURITIES MANAGEMENT was 
established. The entire resources and experi- 
ences of the 43-year-old FORBES organization 
are made available to investors through this 
Division. Here, each account is given expert 
and thorough analysis and constant supervision 
directed toward reaching the individual finan- 
cial goal of the investor. Your account is imme- 
diately assigned to an experienced FORBES 
Investment Manager who sends you regular 
reports on your portfolio and whom you may 
consult by letter, by telephone or telegram, or 
by personal visit at any time. 


To learn more about the scope and purpose 
of this outstanding service—how it is organ- 
ized, how fees are determined, how our highly 
skilled staff takes the initiative in making 
recommendations—send today for your FREE 
copy of our descriptive booklet. 


SOME ADVANTAGES OF FORBES 
SECURITIES MANAGEMENT SERVICE 


Draws upon the statistical-research facilities 
of the famous, 43-year-old Forses 
organization. 
Recommendations are thoroughly impartial, 

i . . no connection whatsoever with 


un ° 
Securities MANAGEMENT. Will you kindly send me without brokers dealing in securities. 


obligation complete details? My present investments are 
ct. 5 heave a8 a6 
in cash available for investment. 


valued at approximately $ 
ditional $ 


Name 


You get recommendations based on the 
combined, specialized knowledge of 

many investment experts. No one manager 
acts alone. 


You have a person-to-person relationship with 





a seasoned manager—-may consult with him at 
any time on matters concerning your program. 








You are kept posted on developments, new profit 
opportunities, of special interest to your particular 


t . . . 
t Sabatdtary of FOR <. —— State -—ye80 investment objectives. 
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THE LUCKIEST $7 
| EVER SPENT 


By a Wall Street Journal 
Subscriber 


Not long ago I picked up my first copy 
of The Wall Street Journal. I expected 
dull reading. Imagine my surprise when 
I found some of the best articles I’d ever 
read! 

I sent for a Trial Subscription. For the 
first time in my life I began to under- 
stand why some men get ahead while 
others stay behind. I read about new in- 
ventions, new industries and new ways 
of increasing my income. Also I got ideas 
on what to do to reduce living expenses 
and taxes. My Trial Subscription to The 
Journal cost me $7. It was the luckiest 
$7 I ever spent. It has put me hundreds 
of dollars ahead already. 

This story is typical. The Journal is 
a wonderful aid to men making $7,500 
to $25,000 a year. To assure speedy 
delivery to you anywhere in the US., 
The Journal is printed daily in seven 
cities from coast to coast. 

The Wall Street Journal has the largest 
staff of writers on business and finance. 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4,N. Y. FM 7-15 








| company’s 











—__—— 
— 


Making Profits in 
STOCKS 
by POINT and FIGURE technique 








independent judgment in helping to select 

the right stocks at the right time. Widely 

used by professional traders and investors 

od Making Market Profits—and Keeping 
em. 


FREE ON REQUEST 


Literature on Figure Charts of Stocks and 
Commodities . . . a dai 
service . . . and instruction material. All 
will be sent free on request. Just write 
for Portfolio F-77. 
MORGAN, ROGERS & ROBERTS, Inc. 
150 Broadway * New York 38, N. Y. 
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How $5 for Barron’s Put a 
Seaeease em easeas SS 


INVESTMENT POINTERS 


by J. DONALD GOODWIN 


Outlook for Paper Stocks 


THE MARKET continues to be ex- 
tremely mixed and highly selective, 
with many new highs and new lows 
being recorded simultaneously. It is 
my guess that such an erratic state 
will continue. 

During the last year many impor- 
tant stocks have experienced sub- 
stantial declines, among which are 
the papers. The chances are that 
equities in this field are now around 
bottom or close to it. Indeed, the out- 
look for the paper business appears 
to have recently improved, following 
a period of over-capacity and higher 


| wages. Accordingly, I have selected 


six issues in this industry that appear 


| attractive for reasonable income and 
| long-term appreciation. 


Sales of Champion Paper & Fibre, 


| a leading manufacturer of book and 
| white papers, have improved each 
| year since 1938. They have grown 
| from $20.2 million to $190 million es- 
| timated for the year recently ended, 


indicating a growing demand for the 
products. This trend 
should continue, as management has 
steadily expanded Champion’s facili- 


| ties. Acquisitions have played an im- 


portant part in the company’s growth, 


| with the most recent Montag Bros., a 
manufacturer of school supplies and 
This method of market analysis builds your | 


stationery. Buffalo Envelope and the 
Crown Plastic Cup Co. a manu- 


| facturer of disposable plastic cups and 
| containers are also acquisitions. 


While sales have been in a con- 


tinued uptrend for 

over 20 years, 

earnings have been 

somewhat erratic. 

However, man- 

agement’s steps to 

improve efficiency 

should result in 

increased _ profit 

margins during the period ahead. 
Earnings for last year are estimated 
at around $2.10-$2.20 per share vs. 
$1.68 in 1958; and for 1960, are esti- 
mated at around $2.50-$3 per share. 
The indicated $1.20 annual dividend 
appears secure and could easily be 
increased or supplemented by an 
extra. Price range since 1959, 50-30; 
recent price, 32; yield, 334%. 

Crown Zellerbach is the second 
largest paper company, producing 
over 4% of the nation’s total output, 
and manufactures over 400 different 
grades of paper. Operations lie 
mainly on the West Coast and in 
Canada. In addition to producing 
various grades of paper, ZB also 
manufactures lumber, plywood and 
shingles. At the end of 1959, over 2 
million acres of timber land were 
held in this country and western 
Canada. As has been true of most 
companies in the field, increased 
profits have been hard to come by in 
recent years. A peak of $3.53 a share 
was earned in 1956. A decline was 
registered in each of the two suc- 
ceeding years with a low of $2.32 per 
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share recorded in 1958. An improve- 
ment took place last year as earnings 
rose to $2.76 per share. A modest 
gain is anticipated this year. Divi- 
dends, which have been paid at the 
rate of 45c quarterly for the last four 
years, would appear safe. The stock, 
with the exception of a rally in 1958, 
has declined steadily since 1956 when 
it reached a high of 69. It recently 
sold at a low of 42. Purchases made 
at, or around, the current price of 
44-45, where the yield is 4%, ought 
to work out favorably for long-term 
growth. 

International Paper is the “grand- 


daddy” of them all, being the world’s 


largest producer. Approximately 50% 
of output is in unbleached kraft 
papers and board, with the balance 
consisting of 20% in newsprint, 14% 
in dissolving and other pulps, and 
6% in bleached papers, ground wood 
and specialty papers. Finances are 
strong, with a current ratio of 3.8 
to 1. Sales last year exceeded the 
$1-billion level and have been in an 
uptrend for many years. Earnings 
generally have been good; earnings 
per share were $6.21 last year. An 
improvement is looked for in 1960. 
The $3 annual dividend in all prob- 
ability will be supplemented again by 
another year-end extra in stock. This 
is an excellent company and should 
be a good one to own during the 
decade ahead. Range since 1959, 141- 
98; recent price, 100. 

Mead Corp. founded in 1846, pro- 
duces white paper and paperboard, 
coated and uncoated papers for com- 
mercial printing, cartons for bever- 
ages, packages for food products. 
Important interests are held in Bruns- 
wick Pulp and Georgia Kraft. Also, 
via the acquisition route, sales have 
shown impressive gains during the 
last 20 years and are estimated at $345 
million this year vs. $323.6 million in 
1959. Earnings, however, have not 
shown a similar pattern, with $2.66 
per share last year vs. $2.30 per share 
in 1958 and $2.94 per share in 1957. 
Capital expenditures in recent years 
have been large, with additional sub- 
stantial sums to be allocated this year 
as well as in 1961 and 1962. It is 
hoped an improvement in profits will 
result. Earnings are estimated at 
around $3 per share for this year. 
Current annual dividend, $1.70; re- 
cent price, 36, which compares with a 
high of 51 in 1959. Purchases around 
this level would appear to offer an 
opportunity for improving income 
and capital appreciation. Quality is 
good. 

Union Bag-Camp Paper Corp. re- 
cently sold down to a low of 30 vs. 
a 1959 high of 51. As this is written 
it is around 31, where purchases for 


Forses, suty 15, 1960 


the long-pull should prove rewarding. 
The company is engaged primarily in 
the manufacture and sale of paper 
bags, corrugated boxes, container 
board and kraft and waterproof paper. 
Sales have risen from $80.4 million in 
1950 to an estimated $215 million this 
year. Earnings during that period 
were reasonably steady, but did not 
show appreciable gains. However, as 
in the case of other leading paper | 
companies, acquisitions and capital ex- | 
penditures in recent years should | 
augur well for an improvement in 
profits during the years ahead. Earn- 
ings for 1960 are estimated at around | 
$2.75-$2.85 per share. Indicated an- 
nual dividend, $1.50, where the yield 
is around 5%. Finances are strong, 
with a current ratio of 4% to 1. Cash 
items are about equal to current 
liabilities. Capitalization consists of 
$47.2 million in long-term debt, and | 
7.3 million shares of common stock. 

West Virginia Pulp & Paper’s 1960 | 
earnings should approximate $2.50 | 
per share vs. $2.21 per share in 1959 
and $1.78 per share in 1958. Sales | 
this year are estimated at $245 million 
vs. $233 million a year ago. The in- | 
crease will stem from sizable expan- 
sion (a $200-million rebuilding pro- 
gram is scheduled for completion next 
year) and economies (within several 
years it is expected that the majority 
of company’s primary capacity will 
be concentrated into fewer and larger 
units) within the company. 

In this connection, a controlling in- 
terest was recently acquired in U.S. 
Envelope. It is interesting to note this 
acquisition blocked a proposed merger | 
between U.S. Envelope and Hammer- | 
mill Paper. West Virginia previously 
did not manufacture envelopes but 
merely made the paper for them. 
This step brings the company further 
along the road toward completion of 
its program for full integration. Re- 
search activities have played an im- | 
portant part in the company’s pro- 
gram, and expenditures in this direc- | 
tion are being increased. Indeed, Clu- | 
pak, a stretchable kraft paper looking 
like conventional paper but tougher 
and more tear-resistant, has been de- | 
veloped in partnership with Cluett, | 
Peabody, and is already in production 
by ten licensees. This new product | 
has been especially successful in bags | 
and wrappings, and it is hoped that 
further research will uncover addi- 
tional important uses, such as dis- 
posable paper clothing. Finances are 
strong, with a working capital of over | 
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What It Means To Investors 


The manufac- 
ture of electronic 
data processing 
equipment, a sys- 


| tem which solves 


the most complex 
scientific and bus- 
iness problems in - 


| a fraction of the 
| time formerly re- 


quired, is now a billion dollar industry, 
with its greatest growth still ahead. Our 
July Monthly Letter describes: 
*Major new developments, commu- 
nication between computers and 
possibilities for language transla- 
tion via automatic programming. 
*Digital and analog computers. 
*Implications of solid state circuitry 
for computers of the future. 


MARKETS/COMPETITION 


The Letter explains the industry's 
current competitive position in detail, 
shows how, in the last several years, 
fewer and stronger companies are com- 
peting in a materially broadened field. 
It also defines the vast potentials of the 
following important markets: 

Scientific computer market 
Military market 

Business computer market 
Bank automation market 


PROFITABILITY 


By now, research and development 
outlays on computers have been largely 


| written off. The growth of the lucrative 


accessory equipment market will add 
to the profitability of EDP systems. 


4 RECOMMENDED STOCKS 


Our analysts, using three basic in- 
vestment criteria, have selected four of 
the most promising participants in the 
industry as top-quality stocks in this 


| exceptional growth field, plus five 
| others for the businessman investor. 


For your copy of this Monthly Letter 
now available to investors, simply mail 
the coupon below. 


GOODBODY &COo. 
ESTABLISHED 1891 
MEMBERS OF LEADING STOCK 
AND COMMODITY EXCHANGES 
2 BROADWAY, NEW YORK 4 


OFFICES IN 39 CITIES 


$70 million. Price range since 1959, | - 


61-39; recent price, 43; indicated an- 
nual dividend, $1.20, which might be 
increased. West Virginia Pulp is a | 
good company, with an improving | 
long-term outlook. 


Please send me without cost your 
June Monthly Letter FJY-15. Please Print. 


NAME. 











How $5 for Barron’s Put a 


FINANCIAL 
CUSHION 
UNDER ME 


By a Barron’s subscriber 


Like many other men, I was a hit-or-miss 
investor—who too often missed. One day I 
saw a Barron's ad in the poset, and it made 
= So I sent in my $5 for a trial subscrip- 
tion 

I remember the first issue I got, because it 

changed my thinking about a stock I was 
going to buy 

Since then. every issue of Barron's has 
given me information on industries and on a 
number of companies. Barron's tells me how 
they are doing and where they are going—the 
kind of information I’ve got to have to pick 
good investments instead of lemons. 

That's how Barron's has helped me increase 
my capital. In six and a half years, I've put a 
total of $11,000 into securities. That’s about 
$1700 each year. The way I've invested it, and 
reinvested my dividends, it has grown to a bit 
over .000—with the help I got from Bar- 
ron’s. 


No other business or investment publication is 
like Barron’s. It is written for the man who makes 
up his own mind about his own money. It is the 
only weekly affiliated with Dow J Jones, and has full 
use of go Jones’ vast, specialized information in 
serving you 

Barron’s subscription 
you can try it for 17 wee! 
subscri, n 


rice is $15 a year, but 
s for only $5. This trial 


Everything yo te} to know to heip you handle 
your business oe myentnent affairs with greater 
understanding ht . the investment 
eeeootene eine current political —_ Cy yn 

ents . the per. e to an- 
ticipate trends ond’ or r= 4 — investment 


Bee for you 


it 
today with’y your check for $5; or tell us to bill 
3°.Asr : Barron’s, 392 Newbury —_— 


Opportunities in WARRANTS 


if you are interested in each $1 do 
the ‘work of $100 or $1, 4a 
market—then you 


in common wea WARRA 

@ What are warrants? 

@ How is it that each dollar wisely in- 
vested in warrants during a bull mar- 
= | wey ae capital appreciation as 

000% or more over the same 
Soller Gaus in common st 

@ How do some warrants make sensa- 
tional gains; $100 investments in some 
cases appreciating bh 4 as much as 
$50,000 in a few 

@ How do you avoid rd equally great 
losses which may follow unintelligent 

ation in warrants? 

@ What warrants are outstandin 
daw s market and how shou 
be bought and sold? 

For the answer to all these | mean ach je 

oo net miss the most — 

goly full-len study o' ind—** 
= xieaone MERITS oF COMMON STOCK 
a this Mihis book: de feta tailing th full "i ie ot 

aon e story o 

warrants, and a current list of 110 warrants 

should know about, send $2.00 to 


. H. M. Associates, 5 
F-159, 220 Fifth Avenue, New G&D 
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York 1, N. Y¥. or send for 
free descriptive folder. 
by Richard Russell 
professionals and serious investors 
throughout the world. Send for brochure explain- 
ing » reprints of the author's 
four recent articles in BARRON'S, and a one- 
month trial subscription (4 issues), $1.00. 
($50.00 annually, Airmailed.) 
Dept. F, 125 East S3rd | Street, N.Y. C. a 
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TECHNICAL PERSPECTIVE 


Why Not Steel? 


For MANy of our major industries, 
weekly operating statistics are pub- 
lished promptly in the financial sec- 
tions of the major metropolitan dailies 


| and in financial periodicals. This kind 
| of fishbowl publicity can be both use- 
| ful and expensive to the average in- 


| vestor. 


It keeps him closely posted 
and helps to prevent surprises. But 


| it also tends to fix his vision on the 
| present and to blind him to the future 
| probabilities that the stock market is 


supposed to discount. In other words, 


| it can further our normal inclination 


to overstay the trend. 
Right now, the steels may be a case 


| in point. Since early this year, weekly 


operating figures have been painting 


| the picture of a steadily declining pro- 
| duction trend. As a result, I find it 


extremely difficult to make clients 
listen to even a small kind word about 
steel stocks, although it seems pretty 
certain that the statistics will improve 
during the current quarter and for 
most of the rest of the year. Steel 
output has dropped so sharply that 
users’ inventories in the next few 


| weeks should be down to possibly half 
| of what up to now has been consid- 
| ered “normal.” Thus, a simple build- 


| up toward more normal 


inventory 
levels would alone call for higher 
steel production. And any improve- 


| ment in steel consumption beyond 


what users now anticipate would pre- 


| sumably accelerate the uptrend. 


In these circumstances, it is rather 
strange to see steel stocks selling, on 
average, somewhat under ten times 
estimated 1960 earnings, compared 


| with the over-all multiple of 15-16 
| that the market is currently willing to 





pay for industrial common stocks as 


by JOHN W. SCHULZ* 


a whole, repre- 

senting an over- 

all growth trend 

in corporate prof- 

its estimated at 

about 4% a year. 

If the market 

could make up its 

mind to treat the 

steels as at least 

an average growth industry, it would 
have to pay about 50% above current 
prices for 1960 steel earnings. Even if 
you take a hefty discount on this hy- 
pothesis, it would leave plenty of room 
for price improvement. Alternatively, 
you might say that either steel stocks 
are too low or else the rest of the 
market is too high. One way or the 
other, the steels should be able to 
outperform the averages during the 
rest of the year. 

Given a reasonably healthy stock 
market, I can visualize a quite sub- 
stantial rally in the steel group. Some 
of the more highly geared stocks, like 
Jones & Laughlin, Youngstown Sheet 
& Tube, and Lukens, could turn in 
pretty flashy performances. But since 
everybody seems to be “growth crazy” 
nowadays, investors might take quite 
kindly to a stock that has shown a 
superior growth trend without com- 
manding a growth-stock price/earn- 
ings ratio, on the theory that it could 
outpace the steel group. 

One such stock is Granite City Steel 
(GRC, about 35). The company is 
one of the smaller steelmakers, but 
one of the more remarkable ones. 
Because it has been unusually suc- 
cessful in achieving a high degree of 


*Mr. Schulz is a partner in Wolfe & Co., 
members of the New York Stock Exchange. 
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operating efficiency, and because of 
its uniquely favorable geographic lo- 
cation, GRC boasts one of the best 
profit margins in the industry. A rare 
labor-union situation kept the com- 
pany strike-free last year. As a result, 
1959 net profits were reported at $3.76 
a share, with pre-depreciation cash 
income at $5.30, against $2.18 and 
$3.34 in 1958. This year should show 
further improvement, though not by 
as large a margin, perhaps $4 “re- 
ported net” and $5.75 cash flow. So 
the stock currently is priced at about 
nine times estimated 1960 earnings, 
and since it could be argued that it 
deserves a valuation higher than 
group-average, GRC should benefit 
from extra leverage if the entire 
group were to advance to a higher 
earnings multiple. At 12 times the 
estimated 1960 net, it would sell be- 
tween 45 and 50. 

Here again we have a situation 
where the fundamentals tie in nicely 
with the technical position. Price 
performance has been rather con- 
sistently better than average on sev- 
eral counts, suggesting a distinct in- 
vestors’ preference for GRC. As you 
can see on our Point & Figure chart, 
this year’s low was initially made in 
February at 30 (column 6). When the 
general market hit new lows in 
March, GRC held at 31. Following 
the second (April) low at 30, the 


price rose in June to within three 
points of the 1959 high, thereby out- 
running most steels. Moreover, many 
other steel issues this year declined 
well under their April-May 1959 lows, 
while GRC refused to break through 
that “support” zone (28-30). 

Another item of relative-strength 
superiority: the drop to the Febru- 
ary-April lows at 30 fell short of the 
highest P&F target that can be pro- 
jected from the 39 level in the 1959 
top reversal (column 2 to column 3). 
This year’s downtrend, in fact, came 
nowhere near reaching the second 
top-reversal target at 26, projected 
from the 38 line (columns 1 to 4). 

But, you may ask, can we ignore 
this target, nine points under the cur- 
rent price? I believe we can, because 
there seems to be little doubt that the 
June rally has conclusively reversed 
the downtrend by taking the price 
action clear out of the declining trend 
channel X-X1. In addition, the rally 
completed a significantly large re- 
versal base (columns 5-8), thus es- 
tablishing a demand-supply condition 
that should be potent enough to sup- 
port a new major uptrend. 

At 30, where it is lowest and nar- 
rowest (column 6 to column 7), the 
base spans nine columns of price- 
reversal action, which gives us a 
target nine units up, at 39. At 32, 
the base is significantly wider, and 


the 14 price-reversal columns (Nos. 
6-8) let us project a target at 46, 
which suggests the technical prob- 
ability of a rise beyond the 1959 high, 
i.e, of a new major uptrend. Still 
more price-reversal columms can be 
counted at the 33 level (between Nos. 
5 and 8), and if we are very sanguine, 
we can project a target 16 units up, 
at 49. For the all-out optimist, these 
targets imply a possible swing into 
the low 50s across the full width of 
the rising long-term trend channel 
A-Al. On technical P&F evidence we 
thus could bracket the major-uptrend 
probabilities as ranging from about 
30% to over 40% above current mar- 
ket value (35). 

Since potential supply up to 41, es- 
pecially from holders who had paper 
losses when the stock sold under 35- 
36, is probably no longer very sub- 
stantial—in contrast to many other 
steels whose 1959 top reversals are 
proportionately much larger—GRC 
should be able to keep at least abreast 
and quite conceivably ahead of any 
improvement that may materialize in 
steel values from here on. For the 
intermediate term at least, the down- 
side risks in this speculation should 
not be very great, because the price 
area of a completed reversal base 
usually is one of good demand on 
minor reactions (here, in the 32-35 
range pr men 








copy of 


many companies 
This 320-page 


@ Background history 
@ Financial 
@ Sources of revenue 
@ Dividend record 
more Lenpoied in- 
toviaaniom or $5 
than I have obtained 
anywhere else at a 
comparable price.” 


Livermore, Calif. 
“Each edition gets 


bad points, etc. 


annual 








5000 MORE BASIC FACTS! 
and still only °° 
... or FREE with offer below = srvice 


Each year additional thousands of investors buy a 

“Stock Facrocrara” Manual—the world's big- 
gest bargain of investment information and 
to wiser, more profitable investing. For now 
can be found so man: 


ready-reference gives you quick, ac- 
curate answers to questions about each company's: 


- +. and also FINANCIAL WORLD's own opinion 
on future — and earnings prospects. 


ACT QUICKLY—ONLY ONE EDITION A YEAR 
Judging a Se the tremendous serene demand for each 


tions—no ae book o basic in beste 
fe ry Ke - To get “Srocx 
Manual return ee coupon with your 


| ust Published...and Bigger, More Useful Than Ever! Order your copy NOW! 


FINANCIAL INVESTOR’S GUIDE TO 
OVER 2000 STOCKS 


check for $5. Or 


WORLD'S 
1960 


cost with a 6-month trial subscription to Fmrancta. 
Worwp’s comprehensive 4-part investment service: 26 
—e issues of Financia Wortp, America's pioneer 
investment magazine .. 
ees Appraisals” of up to 1 


vice-b 


livery w 


— 
re else 
useful facts and a on so 


their stocks at such low cost. 


the 
@ 8 years’ earnings record 

@ Mergers, stock splits, etc. 

@ New deve 

ry ~ hg Stock’s book value, etc. 


good and 


of any previous edi- 


ent guidance 


City 


-Mail as often as once a week on any stock 
oa inquire about that in 
all for $12. Additional oxvings: all 
services for one year at $20. 


ES Sor ae Year Geter GY Cane 've eneste S> 


-——-ORDER ON 30-DAY MONEY-BACK GUARANTEE. — — 


FINANCIAL WORLD, Dept. FB-715 

17 Battery Place, New York 4, N. Y. 

For n= enclosed, please enter my order for 
‘ol 


copies of 1960 “STOCK FACTOGRAPH" 
Manual at $5 each. 


(Manual also available at bookstores.) 

0) 6-month trial subscription to Frvanciat Worto's 
4-part service including 
for $12. 

0 1- -~year subscription to the 4- 


ing “Factograph" at only 


get it without one cent of additional 


. 6 monthly ‘supplements of 
ks . and 


terests you at the particular 


he above 


1960 “Factograph"’—all 


art service, includ- 
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CURRENT RATE 
ON INSURED SAVINGS 


A'n% 


Earnings paid or compounded quarterly 
Southern California’s oldest, 
one of the nation’s largest savings 
and loan associations 
ry 


In 75 years this trustworthy 
institution has never missed a divi- 
dend, nor have its doors ever been 
closed on a business day. 

Its savings accounts are held by 
investors throughout the United 
States, and are exempt from per- 
sonal property tax in California. 

Each account is insured to 
$10,000 by Federal Savings and 
Loan Insurance Corporation. A | 
number of accounts may be ar- 
ranged to provide insurance pro- 
tection for all of them. 

Corporation accounts are ac- 
cepted and insured. 

Funds placed by the tenth of 
any month earn from the first of 
that month. 


Assets Over 150 Million Dollars 
Founded 1885 


AN 1EGO 


Convenient postage-free mail service 
WRITE FOR COMPLETE INFORMATION 
P.O. Box F-2592, San Diego 12, California. 














He Built 
a $200 investment 
into a mail order business 


now doing $3,000,000 joatty| 


(he now shares his 
— to success with mene 


‘Adler now invites - 
ar) oa wy amined num. 


of independent. Pre ranclise Dee ers. 
Plan you 

an anu ~ + ay own mail or- 
der business wae your own name, from 
Spare time or full time! You will be 
order catalogs with your 2wn name ted on 
You make no investment in stock. You don’t 
merchandise until your customers pay you. 
Gifts serves as your supplier, 
warehouse. An initial investment 

started. 


NO MONEY! Write for lete information. 
ps 8 We TF details, sample 


KAS). See bon aay acer Bulldine, Ath Ss —” 
52 








THE FUNDS 


Sales Strategy: 
MIDDLE-OF-THE-ROAD 


From the day he got into the mutual 
fund business back in 1933, Herbert 
R. Anderson made it his business to 
have something to sell no matter what 
type of fund an investor might be in- 
terested in. President of Group Securi- 
ties, Inc. and of New York’s Distribu- 
tors Group, their investment advisor, 
Anderson in time 
created no less 
than 14 special in- 
dustry funds, from 
“autos” through 
“utilities,” then 
backed these up 
with three sepa- 
rate “bond” funds 
and three other 
broadly invested 
funds. No one else 
in the business has that many funds. 

Concentration. To judge by the latest 
semi-annual report for all 20 of his 
funds last month, Anderson needn’t 
have gone to all that trouble. Only 
one of his industry funds had grown 
to any substantial size—Steel Shares 
with assets of $20 million. The rest 
were far smaller, ranging down to 
Industrial Machinery at $366,000. 

But Anderson’s conventional diver- 
sified funds were doing far better. By 
far the biggest of his 20 funds was the 
diversified Common Stock Fund, 
whose total assets of $66 million as of 
May 31 amounted to fully 41% of 
Group Securities combined assets of 
$160.6 million. The Stock Fund, more- 
over, now accounted for roughly half 
of his total sales of new shares. 

Yet with all but one of his 20 funds 
carrying the same sales load (842%) 
and management fee (0.5% of total 
assets), Anderson has no fault to find 
with this state of affairs. “Only to be 
expected,” says he. “Different people 
can tolerate different degrees of risk. 
The Common Stock Fund is middle- 
of-the-road and so appeals to more 
| people.” 


Herbert Anderson 


Sales: 
THE FLAT-TOPPED CURVE 


Has the mutual fund industry run 
into a sales ceiling? As the second 
quarter ended last month, evidence 
began piling up showing at least 
that sales were harder to come by 
than they had been for several years. 
Sales of new shares in the three 
months ended June 30 were likely to 
be in the neighborhood of $520 mil- 
lion, down from $619 million in the 
first quarter and $554 million for the 
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105th CONSECUTIVE 


DIVIDEND 


ON COMMON STOCK 


A quarterly dividend of $.50 
per share on the common 
stock of Gardner-Denver 
Company has been declared 
by the Board of Directors of 
the company, payable Sept. 
1960, to stockholders of rec- 
ord at the close of business 


on Aug. 10, 1960. 


Quincy, Illinois 
June 23, 1960 


©. C. Knapheide, Jr. 


Secretary - 


1, 




















COMPANY 
Dividend Notice 


Dividends on all series of pre- 
ferred stock have been declared, 
payable August 1, 1960, to stock - 
holders of record at the close of 
business on July 8. These divi- 
dends amount to $1.17 a share 
on the 4.68% Series, $1.10 a 
share on the 4.4% Series, $1.07 14 
a share on the 4.3% Series, and 
95 cents a share on the 3.8% 
Series, Checks will be mailed. 

6. W. MILLER 





PHILADELPHIA ELECTRIC 


reasurer 


























t...Say it: 


MULTIPLE SCLEROSIS 
+ Comecs 


PATIENT AID 


NATIONAL MULTIPLE SCLEROSIS SOCIETY 
257 Fourth Avenue, New York 10, New York 
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a3 7. ROWE PRICE 





LA) BALTIMORE, MARYLAND 


OBJECTIVE: Possible long term growth 
of principal and income. 

OFFERING PRICE: Net asset value. 
There is no sales load or commission. 

REDEMPTION PRICE: Net asset value 
less 1%. 


Prospectus on request 
Dept. B 








10 Light Street Baltimore 2, Md. ; 











THE KEYSTONE COMPANY 
50 Congress St., Boston 9, Mass. 





FUNDS 
VS.THE MARKET 





same period a year ago. It was the 
lowest quarterly sales total in 15 


since March 1958, in fact, that the 
industry had failed to set a new quar- 
terly record on a year-to-year basis. 











FOR SMART INVESTORS ONLY! 


COMPLETE 
PORTFOLIO SALES & PURCHASES 


COMPLETE Portfolio Sales & Purchases | 


of over 60 of the Leadin 
PLUS Fund News and 

Information, 
Fund Reporter; 
$6.00 a year. 
Fund Reporter, 
Jersey. 


Mutual Funds, 
und Investment 


issued monthly. ONLY 
Send check to: The Mutuol 
Box 164, Fair Haven, New 


Ch 


For Investors 
Seeking Long Term 
GROWTH POSSIBILITIES 


This Mutual Fund seeks possible 
growth of capital and income by in- 
vesting in a diversified list of com- 
panies in many industries which 
are active in chemical science. 
Prospectus upon request from your dealer, or 
mail coupon below to: 
eueastabtaceme, | 
| F. EBERSTADT & CO. INC., 
| Manager and Distributor of Chemica! Fund ' 
j 65 Broadway, New York 6, N. Y., Dept. Fy 
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Closing Ranks. Predictably, fundmen 


| were quick to rationalize the situation. 
| Executive Vice President Robert E. 
| Clark cf the Calvin Bullock group 
| thought the sales decline was just an 
| accident of the stock market. 
| is a relationship,” 
| the demand for high class common 


“There 
said he, “between 


stocks and mutual fund sales.” The 
blue chips, backbone of the funds, 


| haven’t been as popular as more 
all in July issue of Mutual | 


speculative stocks in recent months, 
Clark observed. Thus, he was not 


| surprised that mutual fund sales were 


lagging. 
Edward B. Burr, executive vice 
president of One William Street had 
another, more technical slant: “When 
the Dow-Jones rail average broke 
through a low last March, a lot of in- 
vestors and securities dealers thought 
it heralded the end of the bull mar- 
ket.” Thus, said Burr, it was only 
natural that sales were lower. 
There was a time, of course, when 
many a mutual fund man claimed 
that slumps in the stock market had 
very little effect on fund sales. “In a 
| weak market,” the old song went, 
“that’s the time investors are willing 
to pay for professional management.” 
It didn’t seem to work that way this 
year. 

Be that as it might, most fund sales- 


Investors Corp: “We wouldn’t be 
opening up so many new offices as we 





| of the line.” 


months. And it marked the first time | 


men remained their old optimistic | 
selves. Snapped an executive of First | 


are if we thought this was the end | 


Send for free 
mutual fund 
information 


The Parker Corporation is distributor 
of mutual funds with two different 
goals: 


Incorporated 


Income Fund 


A mutual fund investing in a list of 
securities selected for current income, 


Incorpo.ated 
Investors EST. 1925 


A mutual fund investing in a list of 
securities selected for possible long- 
term growth of capital and income. 


——— — Send for free prospectus ——— 


THE PARKER CORPORATION F-72 
| 200 Berkeley St., Boston, Mass. 


i Please send me prospectus on: 


Lr 


| © Incorporated Investors ©) Incorporated Income Fund 

















Saal ltd. 


Organized in 1956 


A diversified, managed mutual fund . 
. with the principal objective of possible 
long-term capital appreciation . 
. by investing in securities of corpora- 
tions in Canada and other countries of the 
Free World outside the 
United States. 
For a free prospectus, 
giving important details 
see your mutual fun 
dealer, or mail the cou- 


-HARE’S LTD.~ 


: 85 Broad Street, New York 4,N. Y. ; 
1 Please send me a free prospectus and further |! 
information on Canadian International Growth 


Fund, Lid. 





DIVIDEND NOTICE 


A Growth Company 
Serving 
Growing Industries 


The Board of Directors 
has this day declared a 
quarterly dividend of 
$0.30 per share on the 
common stock payable 
on September 15, 1960 to 
shareholders of record as 
of the close of business 
September Ist. 


R. E. REIMER 
Executive Vice President 
and Treasurer 


June 30, 1960 
Dallas, Texas 





CELOTEX 


O86 ws rar ore 


DIVIDEND NOTICE 


The Celotex Corporation 
has declared dividends of 
25c per common share 
25c per preferred share 


for the quarter ending July 
31, 1960 


Payable July 30, 1960 
to stockholders of record 
July 7, 1960 

Cc. W. JOHNS 


Treasurer 














fweisuno verre compa] 
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S| DIVIDEND 





QUARTERLY 


COMMON STOCK 
The Board of Directors has de- 
clared a quarterly dividend of 
35 cents per share payable on 
the Common Stock of the Com- 
pany on August 1, 1960, to 
shareholders of record at the 
close of business on July 11, 
1960, 

VINCENT T. MILES 


Treasurer 
June 29, 1960 











LURIE 


HOOPER 





(CONTINUED FROM PAGE 42) 


forward, the company earned about 
| 50c per share on the present capital- 
| ization. 

This might be a good time to keep 
a weather eye open for intermediate 

| possibilities in the long troubled oil 
| business which is learning to live with 
| its chronic problem of oversupply. 
Costs have been reduced, efficiency is 
being increased and expansion out- 
lays trimmed. Furthermore, inven- 
| tories are in good balance, product 
demand has improved, and gasoline 
| prices (the industry’s money product) 
have increased in the last two weeks. 
| The best earnings reports probably 
will be made by the international oils 
| which have the benefit of a relatively 
| sharp pick-up in foreign demand. 
| Texaco, around 75, with an earnings 
| potential of $6.20 per share and pay- 
ing $2.80 plus stock is an intriguing 
situation, as is Phillips Petroleum, 
around 43, earning about $3.25 per 
share and paying $1.70. If the indus- 
| try environment is turning for the 
| better, there will be other opportuni- 
ties too, for the oil values are easily 
| demonstrable. 

In general, it’s fashionable these 
days to view the business outlook 
with a variety of emotions, none of 
which are particularly encouraging to 
the market trend. But history teaches 
the lesson that any unanimous opinion 
is dangerous, that a popular view can 
become too pat for comfort. Certainly, 


| everyone knows what happened this 


past winter. All of which hints that 
there’s another side to the coin, that 
the shape of coming events may be 
better than the current forecast. 

If the production promise is per- 
formed, it would mean that the best 
year-to-year comparisons and the 
| highest annual rate of earning power 
will be witnessed in the fourth quar- 
ter. It also would mean that the 
widely discussed profit margin squeeze 
may have been exaggerated. Cer- 
tainly the efforts now being made to 
align costs with an unexpected pat- 
tern will bear fruit in the second 
half. This, to the stock market, is 
more important than the somewhat 
| dismal second-quarter reports which 
| will make financial headlines later in 
| the month. 

This phase of better feeling prob- 

| ably has more room in which to grow, 

and time in which to do it. But there 

may well be some new names on the 

| investment hit parade. Another 

| inning is starting, and the batting 

| order is changing. The next time for 

| a major decision probably will be 
| around mid-August. 





(CONTINUED FROM PAGE 44) 


resisting and alloying qualities, is 
one of the metals of the space age. 
American Metal Climax, incidentally, 
owns 51% of Rhodesian Selection 
Trust, 2842% of Tsumeb, 33% of Roan 
Antelope, 20% of O’okiep, 37.7% of 
San Francisco Mines of Mexico and 
17%% of Copper Range. 

Towmotor Corp. (2934, over-the- 
counter) may earn more than $4 a 
share this year against $3.65 in 1959 
and $1.92 in 1958. The company is 
exclusively in the materials handling 
machine business and has brought 
out some new products that are very 
well received. These include a Naro- 
Aisle Stack and a Van-Stack machine 
which combines small size with high 
loading capacity. Net worth has in- 
creased from $8.9 million at the end 
of 1955 to $15.7 million at the end of 
1959. About one third of the 785,- 
844 shares issued are closely held. A 
dividend increase would be logical. 

Diamond National’s (36) dividend 
increase from $1.20 to $1.40 per an- 
num probably is not the last good 
news from this company. The new 
management of this greatly changed 
company is doing an excellent job 
developing its long recognized poten- 
tial. .. . Incidentally, it is my opinion 
that the paper shares are a neglected 
group, and that paper demand is be- 
ginning to catch up with the over- 
expansion of a few years ago. This 
column previously discussed Cham- 
pion Paper & Fibre and Union Bag- 
Camp Paper. International Paper 
and Crown Zellerbach should be 
added. . . . The utilities, which really 
are great growth stocks if held over 
the years, have been coming to life 
recently, with the utility share aver- 
age up to its high in 14 months. One 
of the power and light issues which 
interests me is Dayton Power & Light 
(55) paying $2.40. This company 
probably will be able to be more 
generous with stockholders as soon 
as several nearly ripe rate cases are 
settled. For fast growth, I like Ari- 
zona Public Service serving one of the 
country’s fastest growing areas. 

A word about these rail mergers 
may be in order. There is a con- 
siderable time factor involved. The 
stockholders have to approve, and so 
does the ICC—and sometimes the 
ICC is slow. The dollars-and-cents 
operating benefits visualized from 
mergers is not something to expect 
immediately. As a speculation, I still 
like New York Central. For value, I 
like Kansas City Southern, Southern 
Railway, Illinois Central, Southern 
Pacific and Norfolk & Western. 
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almost equal to the present market 
value of Woolworth. The German in- 
vestment, which was written off dur- 
ing World War II and is carried on 
the parent company’s books at a nom- 
inal amount, paid dividends of $2.3 
million last year. Thus these two sub- 
sidiaries alone are worth well over 

70 a share of Woolworth. It is hard 
to visualize Woolworth as a very dy- 





namic stock, but under present market | 
conditions and in view of the com- | 
pany’s more promising prospects, it 
should give an above average per- 
formance in the months ahead. The 
stock is suitable for conservative in- 
vestment. 

The more venturesome investor, 
willing to take a businessman’s risk, 
will be attracted to the potentialities 
of Spiegel, Inc. (35). After a rather 
undistinguished record extending over 
many years, the company disposed of 
its retail store chain and concentrated 
on an aggressive merchandising pro- 
gram with special emphasis on credit 
sales. The so-called Budget Power 
revolving credit plan—which includes | 
a monthly billing system, a single set | 
of repayment terms, an open line of 
credit to customers within established 
limits, and other retail credit refine- 
ments—has proven immensely suc- 
cessful. Between 1958 and 1959 sales 
increased by 42%, while profits more 
than doubled to $3.82 a share, both 
new records by a wide margin. 

The stock had a steep run-up last 
year, tripling in price and reaching a 
high of 474%, whence it reacted quite 
sharply earlier this year, presumably 
because first-quarter earnings (38c a 
share vs. 65c in 1959) were consid- 
ered disappointing. This earnings 
decline, however, is attributable to 
heavy promotional expenses of a non- | 
recurring nature, to particularly bad 
weather and to the late Easter, trim- 
ming the sales increase to a meager 
1.4%. For the five months through 
May sales were ahead 10.9% and full | 
year earnings should reach $4 to $4.25. | 
The stock is highly leveraged and is | 
also subject to future dilution due to 
eventual conversion of debentures and 
exercise of warrants, but at only about 
814 times estimated earnings it is sell- 
ing at a moderate price, and the $1.50 | 


dividend provides a fair return of | 


4%4,%. The 5% debentures, converti- 
ble into the stock at $30.67 a share, 
are presently selling at 122, only 7% 
above conversion parity. The deben- 
tures are attractive for investors who 
are willing to pay this modest pre- 
mium in return for somewhat greater 
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28th Consecutive Distribution 
mstitutional 
NSU ; wna 
The Board of Directors has declared a 
quarterly dividend of .00¢ per share, from 
investment income, payable July 1, 1960, 


to shareholders of record, June 1, 1960. 


INSTITUTIONAL SHARES, LYD. 
: 85 Broad Street, New York, N.Y. 











ON THE 


THOUGHTS BUSINESS OF LIFE 


Wild oats will get sown some time, 
and one of the arts of life is to sow 
them at the right time. 

—Ricnarp Le GALLIENNE. 


Reputation is an idle and most false 
imposition; oft got without merit, and 
lost without deserving. 

—WILLIAM SHAKESPEARE. 


The scholar digs his ivory cellar in 
the ruins of the past and lets the pres- 
ent sicken as it will. 

—ARCHIBALD MacLetsu. 


Pessimism is only the name that 
men of weak nerves give to wisdom. 
—BERNARD DE VOTO. 


The culminating point of adminis- 
tration is to know well how much 
power, great or small, we ought to 
use in all circumstances. 

—MONTESEQUIEU. 


To many people dramatic criticism 
must seem like an attempt to tattoo 
soap bubbles. —JoHn Mason Brown. 


The century on which we are en- 
tering can be and must be the century 
of the common man. 

—Henry A. WALLACE. 


A man should always consider how 
much he has more than he wants, and 
how much more unhappy he might be 
than he really is. —JosepH AppIson. 


I never knew any man in my life 
who could not bear another’s misfor- 
tunes perfectly like a Christian. 

—ALEXANDER Pope. 


Experience keeps a dear school, but 
fools will learn in no other. 
—BENJAMIN FRANKLIN. 


The art of living rightly is like all 
arts; it must be learned and prac- 
ticed with incessant care. —GoeTHE. 


In olden times the pillory and the 
whipping-post were among the gen- 
tler forms of encouragement awaiting 
the inventor. Today we hail with 
enthusiasm a scientific discovery, and 
stand ready to make a stock company 
of it. —Txomas BatLey ALDRICH. 


A man who cannot command his 
temper should not think of being a 
man of business. 

—Lorp CHESTERFIELD. 


56 


Democracy is the recurrent suspicion 
that more than half the people are 
right more than half of the time. 

—E.twyn Brooks WHITE. 


There is a cropping-time in the 
races of men, as in the fruits of the 
field; and sometimes, if the shock be 
good, there springs up for a time a 
succession of splendid men; and then 
comes a period of barrenness. 

— ARISTOTLE. 


Aim to be independent of any one 
vote, of any one fashion, of any one 
century. —BaLTaSAR GRACIAN. 


B. C. FORBES: 


Make business calls very 
brief. Busy men hesitate to see 
dawdlers. They must make their 
time count. On the telephone, 
also get to the point immediate- 
ly, use no needless words, and 
quit the moment the objective 
has been attained. Avoid out- 
staying your welcome. Even the 
most important men of affairs 
will strive to see you if they 
know you will not waste their 
time, whereas they simply can- 
not afford visits from long- 
winded talkers who show no re- 
spect for others’ time. Be brief, 
be courteous, never obsequious. 
True-blue men dislike servility 

| as much as they like politeness. 
| 


I prefer credulity to skepticism 


and cynicism, for there is more 
promise in almost anything than in 
nothing at all. —Ratpu Barton Perry. 


How can great minds be produced 
in a country where the test of great 
minds is agreeing in the opinion of 
small minds? —Joun Stuart Mm. 


I would rather be a beggar and 
spend my money like a king, than be 
a king and spend rnoney like a beg- 
gar. —Rosert G. INGERSOLL. 


All progress and growth is a matter 
of change, but change must be growth 
within our social and government 
concepts if it should not destroy them. 

—Hersert Hoover. 


We find it the worst thing about 
time that we know not what to do 
with it. —Ra.pH Watpo EMERSON. 


Imagination is more important than 
knowledge. —ALBERT EINSTEIN. 


Our problem is within ourselves. 
We have found the means to blow 
the world physically apart. Spirit- 
ually, we have yet to find the means 
to put together the world’s broken 
pieces. —Tuomas E. Dewey. 


The greatest remedy for anger is 
delay. —SENECA. 


We ought not to look back unless it 
is to derive useful lessons from past 
errors, and for the purpose of profit- 
ing by dearly bought experience. 

—GeorGe WASHINGTON. 


Honest differences of views and 
honest debate are not disunity. They 
are the vital process of policy-making 
among free men. —Hersert Hoover. 


It is a good thing to be rich, it is a 
good thing to be strong, but it is a 
better thing to be beloved of many 
friends. —EvuRIPIDES. 


Never let a man imagine that he 
can pursue a good end by evil means, 
without sinning against his own soul. 
The evil effect on himself is certain. 

—Rosert SouTHey. 


Rightness expresses of actions, 
what straightness does of lines; and 
there can no more be two kinds of 
right action than there can be two 
kinds of straight lines. 

—HeErsert SPENCER. 


True scholarship consists in know- 
ing not what things exist, but what 
they mean; it is not memory but 
judgment. —James Russet, LOWELL. 


Wares kal 

| More than 3,000 selected “Thoughts” 
available in a 544-page book. Regu- 
lar edition, $5. 
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And 


A Text... 


Sent in by Arthur H. Anderson, 
Worcester, ass. it’s your 
favorite text? A Forbes book is 
presented to senders of texts used. 


and 


He shall judge among the nations, 


and shall rebuke many people: and they 
shall beat their swords into plowshares, 


their spears into pruning hooks: 


nation shall not lift up sword against 
nation, neither shall they learn war any 
more. 


—Isa1an 2:4 
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TEXAS EASTERN TRANSMISSION CORPORATION 


Houston, Texas Shreveport, Louisiana 





MORE ENERGY... 
IN MORE FORMS... 
FOR AMERICA'S 
GROWING NEED 


Cooking with natural gas piped via Texas Eastern is 
already standard practice in millions of homes. And the 
number keeps growing. As more and more homes 
depend on gas, the importance of Texas Eastern’s pipe 
line system increases 


Today, America’s need for energy of all kinds is zoom 
ing. That’s why Texas Eastern plans far ahead as it 
diversifies in the field of energy supply and enlarges it 

role as Pipeliner of Energy to the Nation. 





“White Label” 


and ANCESTOR 


DEWAR'S 


SCOTCH WHISKIES 


Famed are the clans of Scotland... 

their colorful tartans worn in glory through 
the centuries. Famous, too, is Dewar’s 

White Label, forever and always a wee bit 

o’ Scotland in a bottle. And for real special 
occasions, there’s a mite of Dewar’s Ancestor 
available—a rare Scotch indeed, 

in Dewar’s distinctive bottle. 


Deluxe 
Edition 





Traditional Tartan of 
Clan MacLaine of Lochbuie 


FOR SET OF 4 COLOR PRINTS OF SCOTS CLANSMEN, 9°%”x 12%", suitable for framing, send $5 to Cashier's 
Dept. 16W, Schenley import Co., 350 Fifth Ave., N.Y. 1, N.Y. © Both 86.8 Proof Blended Scotch Whisky. 
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